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Editorial 


The American Economy 


@ The economic system of the United States is no 
more likely to yield its secrets before a determined 
phalanx of public relations men than it is to unveil 
its mysteries to any other group — including the 
economists who study the matter. 

This intransigence, however, is a bother. For it 
is with economic problems that the public relations 
man must increasingly deal. His job is not alone to 
be a professionally competent communicator, though 
that is certainly an important aspect of his job. Ad- 
ditionally, his task includes the understanding of 
what it is that he is talking about. 

Does a strike threaten? It there to be a “spin-off”? 
Has a dividend been passed? Has a damaging piece 
of legislation been proposed in Congress? Must Plant 
X be closed? Is there a merger in the offing? Did the 
company lose money last year while other com- 
panies in the same business were making money? 
Is the New Product, so proudly launched, falling on 
its face? Would it be a good idea to open a plant in 
England? 

All such problems are management problems, 
which is to say that they are problems with which 
management must deal. But they are also public re- 
lations problems, which is to say that in each case 
questions of public opinion and public attitudes are 
deeply inyolved. 

A generation ago, the public relations man might 
have relaxed. “Once the management has made up 
its mind,” he might have reasoned, “I'll try to do the 
best job I can of ‘getting out’ the information they 
want me to get out.” 

But this is no longer enough. The management 
executive who needs the help of public relations 
skills has become more sophisticated. He assumes 
that the techniques are available—just as the builder 
of a building assumes that the architect can get the 
drawings made. What he wants, increasingly, and 
what he has a right to want, is imagination, and 
creativity and, above all, understanding. 


Some thoughts such as these may have been pass- 
ing through the mind of Ted Littlejohn when he 
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invented the idea of this special issue of the PUBLIC 
RELATIONS JOURNAL. It was his invention, com- 
pletely. What would happen, he thought, if we could 
get a half a dozen or so able and articulate people 
to sit down and think out loud about the American 
economic system as it really exists today? No one of 
these authors need assume the mantle of final au- 
thority; the search is for provocative opinion. The 
opinion can then become the raw material for debate 
and discussion, and even for argument. 

With persuasiveness, and armed with logic, Ted 
Littlejohn was able to get the present group of 
authors to settle down to a rather serious discussion 
of the American economic system, with special ref- 
erence to public relations. The authors, of course, 
were not instructed to write in public relations terms: 
the connection is clear enough. 

The result of all this, as set forth in the present 
issue, is a set of papers which collectively represent 
a variety of points of view. To put it another way, 
the papers are “controversial.” Author A does not 
agree entirely with Author B. Or, perhaps, he dis- 
agrees entirely. This, we feel, is all to the good. One 
would hardly expect Mr. Conway, who is oriented 
in the realm of labor, to agree always with Mr. 
Coleman, who is oriented in quite a different world. 

And yet, it is interesting to note how often the 
various authors do agree on general principles. 
Author X and Author Y, for example, however far 
apart they may be in terms of immediate practice, 
both agree that the society in which we ought to live 
in, say, 1960, ought to be a society in which human 
values are paramount, They agree on other things, 
too. 

In any case, it is refreshing to be able to bring 
together such a diverse group of authors, all of whom 
are writing about matters of importance to all those 
who practice public relations, and, in fact, of im- 
portance to all those who exist as citizens of an 
economic community. 

To Mr. Littlejohn, our salutations! @ ; 


—S.E.F. 
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Why the POST 
is America’s most 
INFLUENTIAL magazine 


The Saturday Evening Post is, first of all, a big maga- 
zine. Its latest circulation guarantee (effective Oct. 
57) is 5,200,000 copies per issue. It is read by 1 out 
of every 7.5 Americans over 10 years of age. 

Then, too, the Post selects a prime audience for 
advertisers. 50% of all Post readers are 35 years old or 
under. 52% of its readers are women. And in the mil- 
lions of homes it enters, the Post is read by all the 
members of the family who have a say in buying. 


New dimension of effectiveness 
Those are the facts and figures on the size and quality 
of the Post market, and they're impressive enough in 
their own right. But they don’t begin to show the 
extent of the INFLUENCE the Post exerts. 

For years advertisers have been asking, “What does a 
magazine do to its readers . . . and what do these read- 
ers do to the world around them as a result of having 
read that magazine?” 

Now, the impact of the Post on living and buying 
habits has been measured scientifically for the first 
time in a recent study by Alfred Politz. 


Audience that multiplies itself 

This study proves that the Post is read so thoroughly 
—and so enthusiastically — that 8 out of 10 readers 
recommend or talk about things they see in the Post! 
These are the POST INFLUENTIALS. There are many mil- 
lions of them. But—most significant—this is a market 
that multiplies itself. For when you sell them — they 
tell the others! 


-the mass market of active influence 
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Editorial 


A Preliminary Note 


@ A great British conservative once said: “Through- 
out our whole history we observe that the leading 
men who have guided the fortunes of our Common- 
wealth have invariably agreed in one line of policy, 
namely, to eschew abstractions.” (Disraeli). If any 
one criticism is especially leveled at businessmen, it 
is that once we emerge from the daily tasks of man- 
agement to mount the public stage, we embrace ab- 
stractions. While labor talks in terms of a guaranteed 
annual wage, we, it is said, talk in terms of “free 
enterprise.” When a politician discusses the full em- 
ployment act, we proclaim “our way of life.” 

In this issue of the JOURNAL we have tried to avoid 
this charge. It is dedicated to a discussion of prob- 
lems — human problems that friendly critics see 
within our economic system. It cannot, within the 
limits of space, be complete. Many will note immedi- 
ately important areas that have been omitted. But 
the whole vast complex of our economic life can 
hardly be covered in a few thousand words. 

Our system is debated in our universities, the 
churches, in Congress, in books and newspapers. We 
submit that this debate is of pivotal concern to prac- 
titioners of public relations. For it concerns the indi- 
vidual. It concerns the things closest to him—his 
purposes, his hopes, and their relation to his work 
and to the society in which he lives. People will 
listen when we speak of what concerns them, and 
they will ignore our words insofar as they do not 
touch their personal lives. Public relations must 
surely stem from what is on the mind of the public. 

Members of our profession are necessarily con- 
cerned with day to day needs. Press relations, com- 
munity relations, promotion of sales keep us busy 
enough without entering into new and unfamiliar 
fields whose relationship to revenue is by no means 
clear. And yet, in a political age the imperatives of 


national and international affairs increasingly impose 
themselves. 

Changes are the essence of the American system. 
But these often come so slowly that we awaken to 
their magnitude only when a new world has arrived. 
Meanwhile, we limp along with old concepts and old 
programs that are increasingly irrelevant to the larger 
issue. The occupational disease of businessmen is to 
look back. Yet though we may wish things to be 
different, we must work with things as they are. In- 
fluence depends on properly analyzing the present 
in order to prepare for and guide the future. The 
pattern is always changing. But leadership will be 
given to those who recognize the coming pattern and 
are ready to act while its outlines are still vague and 
incomplete. 

This issue of the JOURNAL contains somewhat con- 
troversial matter. Many, perhaps, will feel that some 
of it is irrelevant to our function. We would not wish 
for a moment to under-estimate the importance of 
the past achievements of public relations. Indeed, we 
can claim to have assisted in giving industry and 
commerce a new and stronger voice in the affairs of 
the community and of the nation. We believe, how- 
ever, that the continuing influence of business de- 
pends on the acceptance of an even wider public role. 

If it is true, as indeed it is, that new responsibilities 
have been thrust on the United States, then by reason 
of the place of businessmen in American life, they 
have equally been thrust on us. The strong political 
currents moving about the world will increasingly 
determine the climate in which public relations must 
work. We do not accept responsibility for the con- 
clusions of our contributors. We believe, however, 
that they express trends of opinion of which every 
program of public relations must surely take ac- 
count. @ 


—EDWARD LITTLEJOHN 
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Your company has a big stake in our colleges and uni- 
versities. Its future lies with their students. But much 
of its present lies with the men who direct those students. 
College:and university presidents are forceful influences 
on community as well as campus opinion. What they 
think of your company may well influence what many, 
many others think of it. 

Impressing your company’s image in the minds of 
college and university presidents so that they know it 
as you want it known is easier through corporate adver- 
tising. Especially when you schedule your corporate 
advertising in The New York Times. That’s because 6 
out of 10 of these presidents read The Times regularly, 
and more than half of these prefer it over other news- 
papers and business publications. 
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Educators depend upon information. That’s why they 
depend upon The New York Times. In The Times they 
get more information than from any other source about 
the world today — more about Washington and politics, 
foreign affairs and diplomacy, business, finance, books, 
education, industry. 

Your company’s corporate advertising is information, 
too, information college presidents welcome because it 
helps them serve their students and their communities 
better. Reaching them in The New York Times, it is read 
with confidence. Why not let us tell you more about this? 


Che New York Gimes 


starts people thinking all over the U. S. 
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Government 


our 


Economic System 


By Gabriel Hauge 


@ Controversy will continue to sur- 
round the question of government’s 
proper place in the economy. This is, 
of course, not surprising, for the issue 
which confronts us is not one of 
“whether-or-not,” but one of “more- 
or-less” government. The issue is 
posed in practical situations that are 
often difficult and imprecise. It is in 
resolving these specific, day-to-day 
questions that basic principles can 
show the way. 

Economic history, philosophy, and 
Western political experience help us 
identify basic values and economic 
truths. They tell us that personal free- 
dom in the economic sphere supports 
political freedom and other individual 
and social goals. This view leads 
to a predisposition to favor freedom, 


@ GABRIEL HAUGE studied at Con- 
cordia College, Moorhead, Minn., 
and received his Ph.D. from Har- 
vard University. He was an in- 
structor in economics at Princeton 
from 1940 to 1942. Between 1947 
and 1950 he was Chief of the 
Division of Research and Statistics 
in the New York State Banking 
Department. From 1950 to 1952 
he was Editor of the Trend edi- 
torial for BUSINESS WEEK, and 
Assistant Chairman of the Ex- 
ecutive Committee, McGraw-Hill 
Publishing Co., Inc. He is now 
Special Assistant to the President 
of the United States. ¢ 


as against government intervention, 
whenever a compelling justification 
for such intervention is lacking. 

This philosophical bent in favor of 
freedom is reinforced by the market 
system’s success in providing an in- 
creasing level of material well-being 
for the whole community. By direct- 
ing production toward meeting. mil- 
lions of individual choices, the market 
system produces the largest total of 
satisfactions, because it produces the 
most of what people want most. And 
it does this, not by coercion, but 
through free incentives. This system 
naturally does not result in an equal 
distribution of income, but, as Pro- 
fessor Boulding has put it, “we now 
see that in practice the abolition of 
poverty can only come from devel- 
opment’”—or growth—“not from re- 
distribution, not from taking from the 
rich to give to the poor, but in mak- 
ing everybody richer.” And this, too, 
the market economy has done. Com- 
petition spurs that productivity which 


has been well-described as “the men- 


tality of progress.” 

No one holds, of course, that the 
competitive market system is perfect 
and automatic. Imperfections there 
are, and to deal with them, govern- 
ment has a vital role to play: 

¢ First, to strengthen the operation 

of free markets; 

¢ Second, to moderate the fluctua- 

tion of the economy between in- 
flation and deflation; 

¢ Third, to supplement the market 


system in those areas where it 
alone cannot as well provide cer- 
tain essential needs. 

In this way, government reinforces 
rather than replaces the market sys- 
tem. Our guide to policy should be 
this: as much freedom as possible; as 
little intervention as necessary. 


Strengthen the market 


The importance of the price 
mechanism defines the first economic 
function of government: to strengthen 
the market system. This obviously re- 
quires not only law and general order, 
but also an institutional framework 
conducive to private economic ac- 
tivity: contract enforcement, an effec- 
tive monetary and credit system, the 
protection of commerce against the 
unscrupulous few. We seek, as Presi- 
dent Luigi Einaudi of Italy has said, 
not the abolition of all regulations, 
but the use of those regulations within 
which the citizen can act freely. 

Since private monopolies can ob- 
struct the market, government should, 
in general, limit undue concentrations 
of economic power in the hands of 
persons, businesses, or other groups 
—“in general” because some barriers, 
such as the patent monopoly, seem 
desirable; “undue,” as a reminder of 
the subtle difficulties of identifying 
harmful market power. Our relatively 
pragmatic anti-trust laws wisely re- 
quire a judgment upon the degree and 
use of market power. The results are 

Continued on the Following Page 
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not always neat because the judg- 
ments are often elusive. On the whole, 
however, vigorous and effective en- 
forcement of sound anti-trust laws 
can help assure a dynamic and work- 
ably competitive condition for most 
markets. 


Positive steps 


In addition, government can and 
should take positive steps to promote 
enterprise. An enlightened commer- 
cial policy can encourage mutually 
profitable trade across national boun- 
daries as well as within them. And at 
home, government’s own large pro- 
curement can aid competition, and 
also benefit from it, by making it 
easier for small and new businesses 
to deal with government agencies. 
Sound statistical and information pro- 
grams can help these businesses. The 
President recently acted in this direc- 
tion by calling for this fall the first 
National Conference on Technical 
Distribution Research for the Benefit 
of Small Business. Government can 
also help meet the special credit 
needs of small and new businesses 
that are not adequately met by exist- 
ing arrangements. Tax policy, further- 
more, should encourage the savings 
which they need. In these ways, gov- 
ernment recognizes the vital contribu- 
tion of new enterprise to innovation 
and to the vigor of competition. 

Dynamic competition, however, is 
change, and the new products and 
new methods of economic growth 
may require some painful readjust- 
ments. Restrigtive proposals to pro- 
tect settled interests, large and small, 
are always forthcoming. Proposals 
abound, too, for the promotion of 
private profit at public risk. Especially 
tempting to some is the idea that 
broad socialization of risk can some- 
how be linked with a vigorous private 
enterprise system. All such ap- 
proaches need to be scrutinized and 
generally resisted. 

The record of government interven- 
tion in agriculture illustrates very 
clearly the ever-increasing restrictions 
upon free action imposed by public 
programs in this field. One more thing 
is clear: the necessary readjustments 
will never be successfully accom- 
plished if agriculture is to be sealed 
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off by unrealistic legislation from the 
market place where consumers ex- 
press their preferences. In agricuiture, 
as in other fields, when we legislate, 
we must legislate along the grain of 
economic fact, and not against it. We 
must not by-pass the market and thus 
perpetuate and aggravate this serious 
national problem; rather, we must use 
market forces to help solve it. 
Intervention schemes by govern- 
ment often go beyond cushioning 
change; some seem designed to defeat 
it at the expense of the whole com- 
munity. Even the intended benefici- 
aries of such efforts come to know a 
subsidized existence as a second-class 
existence. Moreover, special privileges 
irresistibly generate demands by 
others for “equal” treatment. And al- 
though the privilege may be described 
as “experimental” or “temporary,” 
experience demonstrates the practical 


‘ difficulty, greater as the beneficiaries 


become more numerous, of withdraw- 
ing special privileges. Such unsound 
intervention in the market is ominous, 
for government cannot long yield to 
powerful pressure groups without risk- 
ing ultimate surrender to the fallacy 
of the corporate state. For the gov- 
ernment to go heavily into the busi- 
ness of building ““competition-shelters” 
is scarcely the way to serve the cause 
of economic progress in a free society. 


Moderate cyclical fluctuations 


The irregularity of economic growth 
poses the second great responsibility 
for government: to seek to moderate 
the ups and downs of the business 
cycle. Success in these efforts can 
discourage the exchange of personal 
freedom for promises of personal se- 
curity. Moreover, such success can 
lessen the anxieties that prompt fear- 
ful groups to demand public interven- 
tion in the price system. 

To stimulate recovery in a slump 
experience tells us, government ef- 
forts and easy money can help; but 
they will not help much if government 
spending merely substitutes for pri- 
vate spending, if tax policies dis- 
courage private activity, or if public 
policies create a climate of distrust 
or uncertainty which dampens confi- 
dence in the system or in the future. 
Private confidence—among consum- 


ers, workers, businessmen, and _in- 
vestors—has proved far more potent 
for both recovery and growth than 
public expenditure. 

But whatever remedial measures 
in a slump can do, preventive medi- 
cine is still the best approach to the 
ills of business ups and downs. The 
wisest anti-depression policy is proper 
anti-inflation policy. Therefore, we 
cannot accept the pessimistic notion 
that prosperity needs the steady stimu- 
lus of inflation. 


Creeping inflation 


There can be little doubt that a 
policy of creeping inflation, based on 
public spending and easy credit, in- 
hibits optimum prosperity and growth. 
It can, for example, prevent the ad- 
justments required by economic prog- 
ress where people do the wrong things 
or work at the wrong places or with 
the wrong methods. To seek the 
miraculous elimination of all malad- 
justments in the economy through 
creeping inflation can only weaken the 
national fibre and resolution to main- 
tain efficient and vigorous production 
and competition. To mistake a short- 
age of men and materials for a short- 
age of money and to seek a remedy 
through undue credit expansion can 
only overload the economic circuits 
and lead to a burning out of the fuses. 

Fiscal policy obviously is one tool 
available to the government when in- 
flationary pressures mount. Revenues 
should, at the very least, balance the 
budget, lest deficit spending add to 
the demand pressure on the economy. 
The level of expenditures, even in a 
balanced budget, should be held 
down, lest price pressure on some 
critical resources grow out of the shift 
from private to public consumption, 
and lest taxes to cover the expendi- 
ture absorb funds that taxpayers 
would otherwise have saved and in- 
vested to expand production. More- 
over, management of the public debt, 
in such a situation, must seek to 
avoid aggravating inflationary pres- 
sures. 

The other major tool for moderat- 
ing the business cycle is credit policy. 
As Walter Bagehot said over a hun- 
dred years ago, “Money does not 

Continued on the Following Page 
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Newsweek's com-mu'ni-ca'tive 
audience...growing even faster in quality than quantity 


n the competition for audiences by all media, numbers are not 
necessarily the only gauge of value. 


Take the case of NEwswEEK. Its circulation policy—like its 
editorial policy—has been aimed consistently at quality. And, as 
advertisers have pointedly mentioned, NEWSWEEK accomplishes 
its circulation gains before announcing them. Here is the 5-year 
record of NEWSWEEK circulation gains: 


Newswea 


... the magazine for 


Circulation Circulation A sound growth—but beyond 
Rate Base Delivered these numbers is the all-important ni-ca tive peo, ple 
1952 800,000 875,071 story: 94.9% of these people are 
1953 800,000 922,597 concentrated in business, industry, 
1954 900,000 1,001,069 government and the professions. 
1955 1,000,000 1,056,537 65.4% of them are administrative 
1956 1,000,000 1,077,478 or operating executives in business 


1957 (1st 6 mos.) 1,050,000 1,119,125+ and industry, and two out of three 
As filed with the Audit Bureau of Circulation, | NEWSWEEK families have incomes’ 
subject to audit. over $7,500. 
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manage itself.” In our country pri- 
mary responsibility for credit policy 
has been entrusted by the Congress 
to the independent Federal Reserve 
System. Its present policy of credit 
restraint seeks to keep additions to 
money demand in balance with addi- 
tions to resources. 

Credit restraint does, of course, 
create problems—there isn’t enough 
money to go around. Although some 
desirable credit needs are not met, 
there appears to be only one compre- 
hensive alternative: to replace the 
capital and credit rationing of the 
money market with government allo- 
cation as to who may obtain credit 
or capital and in what amounts and 
for what purpose. The risks of so per- 
vasive a centralized decision-making 
power are hardly justified by the in- 
ability of every prospective borrower 
to meet his needs fully under a policy 
of credit restraint. There will be some 
uneven impacts, with or without gov- 
ernment allocation, as there are in 
every aspect of economic activity. 
And provided that we neither tamper 
basically with the rationing of the 
money market nor vitiate the policy 
of restraint, it is proper to have pro- 
grams, as we do, that recognize the 
established national policy in such 
areas as small business, agriculture 
and housing. 


Understanding and judgment 


To keep prosperity by keeping it 
healthy requires understanding, judg- 
ment, and skill. In the words of the 
Scotch proverb, “It takes a steady 
hand to hold a brimming cup.” This 
is not to say, however, that a steady 
hand on monetary and fiscal manage- 
ment offers a complete and effortless 
solution. The wage-cost-price spiral 
can be stubborn. For that problem, 
however, the rigidities of direct con- 
trols offer no satisfactory solution. To 
bypass the market and make political 
pressure the route to economic ad- 
vantage is not a promising way to 
foster economic responsibility. A 
short-run check to the wage-cost-price 
spiral may take the form of a profit- 
squeeze where consumers balk at 
higher prices in a climate of credit 
restraint. A long-term approach to the 
problem requires either a re-examina- 
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tion of the great power in private 
economic groups or the exercise of 
restraint and responsibility by those 
who hold such power. Broader recog- 
nition of the fact that inflation can 
give, at best, only temporary ad- 
vantage may induce increasing self- 
restraint. Perhaps, strategically placed 
private decision-makers will reflect a 
little more on their responsibilities. 
This awareness is indispensable to 
stability with progress in a_ free 
economy. 


Supplement the market 


As useful as the price mechanism 
is, it has never been expected to pro- 
vide for every need. In addition, 
therefore, to measures strengthening 
markets and fostering economic sta- 
bility, there is a third and less well- 
defined category of government eco- 
nomic activity: to supplement the 
market system in those areas where 
it alone cannot as well provide certain 
essential needs. 

The first of such activities supple- 
ments the market by expediting un- 
usual industrial developments of po- 
tential economic or social value. 
War-time necessity occasioned such 
hot-house development for atomic 
energy and synthetic rubber manufac- 
ture. In more unusual cases, govern- 
ment subsidies were provided to speed 
the development of the railroads in 
the last century and, more recently, of 
civil aviation. Farsighted but rare in- 
tervention of this sort, when under- 
taken, should be designed to utilize 
the market mechanism as soon and as 
fully as possible. 

The second and more traditional 
government activity supplementing 
the market is the conservation and 
development of our natural resources 
through programs for highways, 
waterways, natural parks, forests, and 
wildlife. The current controversy 
over power development tellingly il- 
lustrates the difficulties of doctrinaire 
approaches. Here, too, private efforts 
must be mobilized for their full con- 
tribution to help meet the huge and 
growing need for power. This private 
contribution has the additional merit 
of freeing tax revenues either for tax 
reduction or for other public purposes 
which cannot be satisfied by private 
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financing. 

Personal security is the object of 
the third type of government supple- 
ment to the market. It seeks to 
cushion the human costs of a dynamic, 
but non-utopian society. The inter- 
dependent and complex nature of our 
industrial society and our humani- 
tarian impulses both compel a deep 
concern for those who find them- 
selves below a basic standard of living. 


Need for personal security 


In meeting the need for personal 
security, we can help individuals sat- 
isfy their urgent material wants and 
lessen the anxieties that prevent the 
full enjoyment of freedom. Unem- 
ployment compensation can ease the 
burden of changes in job conditions. 
The reinforcement of health insurance 
plans can assist individuals to protect 
themselves, through their own efforts, 
from the often crushing financial bur- 
den of major illness. A social security 
system can protect a worker and his 
family against the dependency result- 
ing from old-age or premature death. 
A basic standard of living may be 
provided through various public as- 
sistance programs for the relatively 
few who, for various reasons, may be 
unemployable. These and other meri- 
torious measures do, indeed, use the 
coercive fiscal powers of government, 
but they do so to help individuals 
within the framework of a free 
economy and, at the same time, to 
create the climate most favorable to 
free, personal economic activity. 
Moreover, such programs, if properly 
conceived and administered, can 
widen rather than narrow individual 
freedom. 

Continued on page 43 
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THE PRICE 
POWER 
ECONOMIC LIFE 


By Howard R. Bowen 


@ What makes a free-enterprise econ- 
omy free? 

The answer is that decision-making 
is so widely diffused that no one has 
very much economic power over any 
one else. No one has much authority 
over prices, wages, the output of par- 
ticular goods, the supply of resources, 
or the distribution of income among 
persons. But, to the extent that deci- 
sion-making is centralized—whether 
in the hands of great corporations, 
trade associations, labor unions, co- 
operatives or governments — eco- 
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EcoNoMy, SociAL RESPONSIBILI- 
TIES OF THE BUSINESSMAN, and 
(with others) CHRISTIAN VALUES 
AND ECONOMIC LIFE. @ 


nomic power emerges and freedom is 
correspondingly curtailed. Business 
statesmanship refers to the use of 
business power. 


Laissez-faire in theory 


One of the most appealing and in- 


fluential ideas in the entire history of 


economic thought is the theory of 
laissez-faire. This theory was ad- 
vanced (tentatively and with many 
reservations) by Adam Smith in 1776 
at about the time Jefferson was writ- 
ing the Declaration of Independence. 
It blossomed in full-blown perfection 
in the theories of Bastiat, Mandeville, 
Cobden, and other economists of the 
early nineteenth century. And it has 
survived to this day as the underlying 
norm for economic policy in the 
United States. 

The attractiveness of the theory of 
laissez-faire derives from the under- 
lying assumption that business, gov- 
ernments, and other economic groups 
can be divested of all economic power, 
and that an economy can function 
without any centralized direction 
merely by releasing the spontaneous 
forces of human self-interest and com- 
petition. The theory of laissez-faire 
is particularly attractive in that it 
seems to require neither self-restraint 
(morality) nor social restraint (public 
regulation) upon the actions of indi- 
viduals or groups. Selfishness, checked 
by the competitive selfishness of 
others, miraculously results in public 


welfare. As Mandeville said, “Private 
vices, public virtues.” 


Laissez-faire in practice 


In practice, the efforts in England 
and the United States during the nine- 
teenth century to adopt the idea of 
laissez-faire led to many conflicts be- 
tween the actions of individuals as 
directed by their self-interest and the 
welfare of society. These were due in 
part to fairly widespread tendencies of 
businessmen toward deceptive be- 
havior, financial manipulation, mo- 
nopoly, disregard of the human rights 
of workers, lack of concern for their 
health and safety, and wasteful ex- 
ploitation of natural resources. More 
basically, these conflicts arose from 
recurring business depressions, dis- 
parities in the distribution of eco- 
nomic opportunity, and the insecurity 
of workers as they faced the problems 
of unemployment, sickness, and old 
age. 

The attempts of society and of 
groups within society to deal with 
these problems led — for better or 
worse—to the progressive decline of 
laissez-faire both in theory and prac- 
tice, and to growing social control 
over economic life. In some countries, 
these developments culminated in so- 
cialism of one form or another. In the 
United States they led to a mixture of 
free enterprise and social control—a 
mixture in which free enterprise is 
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still clearly predominant. 

In an effort to overcome the more 
subtle problems of deception, fraud, 
and financial manipulation, “blue sky” 
laws were enacted, and the Federal 
Trade Commission and the Securities 
and Exchange Commission were es- 
tablished. To combat or control 
monopoly, regulation of railroads and 
public utilities was instituted, anti- 
trust and “fair trade” laws were en- 
acted, and special aids to small 
business were provided. To achieve 
greater stability of economic activity, 
monetary control and fiscal policy 
were invoked. To alleviate the prob- 
lems of poverty and personal inse- 
curity, relief, social insurance, and 
farm-price supports were provided on 
a steadily increasing scale. To pro- 
test life, limb, and health of workers 
and of the general public, factory 
laws, safety codes, housing ordi- 
nances, pure-food laws, and public- 
health services were provided. 

To improve the status of labor and 
to prevent strife in labor-management 
telations, trade unions were accorded 
recognition and their relations with 
employers subjected to public super- 
vision. To increase equity in the dis- 
tribution of income and of personal 
opportunity, provision was made for 
free public education, graduated in- 
come and death taxes, social insur- 
ance, minimum-wage laws, farm price 
supports, and public housing. To pre- 
vent wastage of natural resources, 
conservation measures were enacted. 
To promote productivity and eco- 
nomic development, the government 
subsidized industries, supported re- 
search and adult education, and—in 
a throwback to mercantilism — im- 
posed import duties. 


Extensive scope illustrated 


This is by no means an exhaustive 
catalogue of the measures employed 
to overcome the problems, real or 
fancied, arising under laissez-faire. It 
does serve to illustrate the extensive 
scope of governmental intervention in 
economic life—some of it no doubt 
ill-advised — that has emerged from 
the century-long effort to solve what 
were believed to be problems of lais- 
sez-faire. 

We now have in the United States 
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a mixed economy. It combines im- 
portant elements of laissez-faire and 
of socialism, and even has some of 
the qualities of syndicalism. It retains 
a substantial amount of individual 
initiative and individual freedom of 
choice in matters of production, con- 
sumption, choice of occupation, and 
geographic mobility of persons. There 
are substantial elements of socialism, 
as evidenced by governmental owner- 
ship, regulation, control and planning. 
And there are elements of syndi- 
calism, as evidenced by the strategic 
role of labor and other organized 
groups. The emergence of the mixed 
economy is the result of efforts to 
reconcile the social goals of freedom 
and economic progress, which are 
paramount in the laissez-faire philoso- 
phy, with the goals of stability, se- 
curity, justice and personality devel- 
opment, which are emphasized in 
modern humanitarian philosophy. 


The concept of 
business statesmanship 


Throughout the history of the tran- 
sition to present-day capitalism, and 
today as well, the underlying motiva- 
tion has been to preserve the essential 
elements of laissez-faire. Deviations 
from this system have been accepted 
only when the need for such devia- 
tions was thought to be clearly dem- 
onstrated by the emergence of serious 
problems. By now, however, the devi- 
ations have become numerous and 
far-reaching. Many businessmen be- 
lieve that the freedom, motivations, 
and the diffusion of economic power 
characteristic of laissez-faire are being 
eroded away and that we are headed 
for some form of state socialism. 
From economic history, they have ob- 
served that the emergence of state 
controls over our economy and the 
rise of organized economic groups 
have occurred when there have been 
problems—real or fancied—that busi- 
nessmen have been unwilling or un- 
able to correct voluntarily. They have 
asked themselves, therefore, if the 
trend toward socialism might be ar- 
rested if businessmen themselves 
would consider more frequently the 
social implications of their decisions 
and would shape their policies with 
the public interest as well as the pri- 


vate advantage in view. Many busi- 
nessmen have been seriously inter- 
ested in this idea and have earnestly 
sought to discover where their social 
responsibilities lie. Business states- 
manship, interpreted as the conduct 
of one’s business with a reasonable 
concern for the public interest, has 
become a major objective of many 
leading businessmen. 


Assumption that businessmen 
do hold power 


The idea of business statesmanship 
rests upon the assumption that busi- 
nessmen do hold power—that they 
are confronted with genuine choices 
such that they can, at times, choose 
between policies that are more favor- 
able and are less favorable to the 
public interest. This assumption is 
sometimes challenged, either on the 
ground that businessmen do not in 
fact have much power or that they 
should not have much power. It seems 
quite obvious, however, that in an age 
of great corporations and trade asso- 
ciations businessmen do have power 
and that it makes a great deal of dif- 
ference how they exercise it. 

When a businessman decides 
whether to produce a new product or 
service, he is helping to decide the 
range of products available to con- 
sumers. When he decides whether to 
purchase new plant and equipment, 
he is helping to determine the rate of 
economic progress and is influencing 
the level of employment. When he de- 
cides to close down a plant, he may be 
affecting the economic future of a 
community. When he advertises, he 
may be influencing moral and cultural 
standards. When he adopts automa- 
tion, he may be affecting the satisfac- 
tions derived by workers from their 
jobs. When he introduces new per- 
sonnel policy, he may be contributing 
toward cooperation and understand- 
ing between management and labor 
or he may be reinforcing tensions and 
frictions. When he transacts business 
in foreign lands, he may be contribut- 
ing toward international understand- 
ing or stirring up international ten- 
sions. At every step, his decisions 
affect the lives of other,people. To the 
extent that he exercises genuine 
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choices, which is by no means always 
the case, he is inescapably and deeply 
involved in moral issues. 

Frequently his range of choice is 
limited by technology, by lack of fi- 
nances, and by competition. His 
power is then correspondingly weak. 
At other times, his range of choice 
is considerable and his power corre- 
spondingly great. Power calls for so- 
cial responsibility in its use; the 
degree of social responsibility for 
businessmen to assume should be 
commensurate with the power they 
hold. Few businessmen — even the 
proprietors of small firms—are with- 
out any power in socially important 
matters, and therefore few are with- 
out opportunities for business states- 
manship. 

Businessmen also exert power be- 
yond the limits of their own enter- 
prises through their activities in trade 
associations and other groups and 
through their influence as leading 
citizens. Their responsibility in these 
roles, and their opportunities for 
statesmanship, are also commensurate 
with their power and influence. 


Private advantage 
is public welfare 


Business statesmanship does not al- 
ways require the businessman to do 
things that are contrary to private ad- 
vantage. In the overwhelming ma- 
jority of cases, public interest and 
private advantage are compatible. 
This was the important kernel of 
truth in the theory of laissez-faire. In- 
deed, if it were’not so, the capitalistic 
system would be entirely untenable 
and indefensible. But it does not fol- 
low that short-run private advantage 
is always consistent with public wel- 
fare. When conflict exists business- 
men can consider the broader impli- 
cations of their actions, and wield 
their power so that the economy can 
function more smoothly and so that 
consumers, workers, investors, and 
others can achieve greater welfare. 

The conflicts between private ad- 
vantage and public interest are more 
frequent between short-run private 
advantage and public interest than be- 
tween long-run private advantage and 
public interest. In the long-run, action 
by a business that is contrary to the 
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public interest often hurts the busi- 
ness. It may alienate customers, 
lower the morale of workers, reduce 
the ability to get capital. On the other 
hand, socially desirable action, par- 
ticularly if carefully interpreted to the 
public, can win friends both for the 
individual firm and the private enter- 
prise system. This is a fact that has 
been realized by many businessmen 
and explains in part the widespread 
interest of business leaders in “states- 
manship.” As Senator Ralph Flanders 
has said, 


What is required is an evolution 
of our system, instead of its de- 
struction. Our system is based on 
the faith announced by Adam 
Smith that, in the sum total, selfish 
interests work together for the gen- 
eral good. The time has come when 
that doctrine is no longer tenable 
in its historic form. 

If, however, we learn to distin- 
guish between short-sighted selfish 
interests, then the whole formula 
still applies and still will work with 
this simple readjustment of one of 
its elements. We may still be selfish, 
but let us be selfish in the long- 
range view. What harm will there 
be if the disinterested observer 
finds it difficult to distinguish our 
selfishness from old-fashioned vir- 
tue?* 

An enemy of the capitalistic sys- 
tem, more virulent than any com- 
munist, is the operator whose eye is 
on the “fast buck” rather than long- 
run welfare of a company that expects 
to be in business generations in the 
future. 


The role of public relations 


Just how the policies of a company 
are to be made consistent with the 
public interest is not always self-evi- 
dent. How is a businessman to decide 
just what is the public interest or just 
what. policies are conformable to the 
needs of society? There are problems 
here of conscience and of good taste, 
and there are also complex technical 
problems of economics, social science, 
and ethics. Clearly, each large firm 
needs an official or a department that 
is concerned with the social implica- 


*Ralph E. Flanders, Businessmen’s Responsi- 
bility to Government, in Responsibilities of 
Business Leadership, H. F. Merrell, editor, 
Cambridge, Harvard Univers'ty Press, 1948, 
pp. 38-39. 


tions of its activities. The public re- 
lations department is perhaps best 
equipped to assume the role of spokes- 
man for the public. But in accepting 
such a role, the advice of economists 
and other social scientists will be in- 
dispensable. 

The function of “public relations” 
was initially introduced into Ameri- 
can business as businessmen recog- 
nized that public attitudes toward a 
company (or toward business gen- 
erally) may affect its supply of capital 
and labor, the demand for its prod- 
ucts, and the treatment it receives at 
the hands of courts, legislative bodies, 
and regulatory agencies. The original 
conception of this function was to 
seek public favor through various 
publicity techniques and through per- 
sonal contact with leaders of public 
opinion and agencies of public con- 
trol. In its initial conception, the job 
of the public-relations director was to 
“sell” the company and its policies, 
regardless of the merits of these poli- 
cies. 


Dr. Bowen 


As the public-relations function has 
matured, however, leaders in the field 
have become increasingly aware that 
favorable public attitudes depend 
quite as much on the nature of a com- 
pany’s policies as on the publicity 
techniques used to “sell” these poli- 
cies. Accordingly, public relations has 
become a factor in policy determina- 
tion and the public-relations function 
increasingly has become one of advis- 
ing on policy from the point of view 
of its effects on public attitudes. It is 
not a great jump from this conception 
of the public-relations function to 
that of spokesman or trustee for the 
public interest. @ 
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Workable Society 


By John S. Coleman 


@ A great number of publications, 
articles and pamphlets from business 
clubs and organizations pass over my 
desk. In them I find continual refer- 
ence to something called the “Ameri- 
can way of life,” or the “American 
economic system.” This system, it is 
suggested, must be defended at all 
costs. It was great in the past, is now 
much deteriorated, and will continue 
to deteriorate in the future. Again and 
again the impression is given that the 
American economic system is some- 
thing finished and complete, and that 
any change is likely to be ruinous. Do 
not misunderstand me. I agree with 
many of the warnings contained in 
these speeches, or articles, or books. 
And not for a moment do I believe 
that we should desist in our efforts to 
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identify dangerous trends in current 
political or economic life. 


Dynamic character 
of American system 


My point, however, is this—that 
we give the impression to the public 
that we have in mind a static system, 
when we have in mind no such thing. 
The American system in 1850 was 
different from what it was in 1900, 
and in 1957 it is different again. And 
if one thing is certain, it will be dif- 
ferent again fifty years hence. 

It is not just a question of new 
products. The automobile, the air- 
plane, and TV have certainly revolu- 
tionized our habits of living. The 
transformation, however, goes deeper 
than personal habits. The growth of 
large corporations has brought im- 
portant changes in relationships be- 
tween people. They have become, in 
a real sense, collective enterprises in 
which society as a whole has an im- 
portant interest. The consequence is 
that management finds itself in a posi- 
tion somewhat of a trustee, required 
to weigh the effects of its decisions on 
many groups—employees, stockhold- 
ers, the community, and the public 
at large. 

There have been important changes 
in the external relationships of corpo- 
rations. There have been profound 
changes, too, in their internal organi- 
zation. Undoubtedly in many busi- 
nesses, direction of operation still lies 
mainly in the hands of a few indi- 
viduals, but increasingly there has 
been a wider diffusion of authority, 
above all in developments such as 
divisionalization. Increasingly the em- 
phasis in executive authority is, as 
someone has phrased it, “Power with, 
rather than power over people.” 


Get things done 


The management job is to get 
things done. But this is not a matter 
of the drive and hunches of a few. 
By reason of the increasingly complex 
and technical nature of modern busi- 
ness, the process of decision is 
necessarily one in which many must 
contribute. We do have individual 
enterprise as compared with govern- 
ment ownership. We mislead our- 
selves, however, if we fail to bear in 
mind the increasingly collective na- 
ture of modern business. It is collec- 
tive in the sense that the administra- 
tive process is one of coordination of 
a team of professional managers. It 
is collective, too, in the sense that the 
objectives of the corporation are in- 
creasingly interwoven with the aspira- 
tions and needs of the community as 
a whole. 

Far then from being old, the 
American economic system is _his- 
torically new. It is continually regen- 
erating itself, and if it is to remain 
vigorous it will continue to do so. By 
the very fact that our system flows 
from today’s conditions, it must 
change to meet the tensions of to- 
morrow. New days require new men. 
New problems require new answers. 
And the title of leadership will be- 
long to those who identify these prob- 
lems and find answers to them. 


Corporation is a moral community 


And what are some of these prob- 
lems? I have already mentioned the 
significance of the corporation now 
and in the future. What kind of an 
organization is it and should it be? 
It is a curious thing that so little at- 
tention has been given to the nature 
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of this all-important unit of modern 
American society. And yet its success 
surely depends on general agreement 
as to its purposes among major so- 
cial groups. What is it legally, morally, 
and socially? Is it, or should it be re- 
garded as a unified organization with 
a claim on the allegiance of all its 
members, both labor and manage- 
ment? If its purposes do embrace all 
employees, both wage and _ salary 
earners, what is to be thought of 
unions and the competing allegiance 
they foster? If it does have a social 
function, what is to be thought of 
managements who fail to include 
labor in their purposes as fully as 
themselves, the consumers and the 
stockholders? 

What kind of organization does 
labor think the corporation should 
be? Some say the union should have 
no views on this. Their purpose is 
strictly the practical one of getting 
a bigger slice of the pie. They want, 
in Samuel Gomper’s famous mono- 
syllable, “More,” and then more. And 
what of management? Is it for us just 
a means to the exercise of power, and 
if not wealth, at least moderate afflu- 
ence? The corporation is building a 
record of increasing success in growth, 
in new products, and in human rela- 
tions. The point, however, I would 
like to raise here is whether we can 
expect much further progress without 
wider agreement between all parties 
concerned on what we are trying to 
do. What, then, are some of the things 
upon which we must agree? The first 
is that the ¢arporation is a moral 
community. It is something more than 
a place where goods and services are 
turned out. It is something more than 
the source of an economic surplus to 
be divided after much debate between 
management, labor and capital. 


Need to make profit 


Too frequently, it seems to me, we 
confine our exhortations to one point 
—the need to make a profit; and I 
leave you to judge whether we have 
succeeded here. We must insist that 
we are in business to make profits. 
But we can hardly expect this bald 
statement to win an enthusiastic re- 
sponse. But is there not a further 
purpose? Certainly there is. It is to 
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serve the community, to provide a just 
return to capital, and rewarding and 
satisfying work to employees. Let us 
then put first things first. If our ob- 
jectives are properly stated, we can 
more easily insist on the stern neces- 
sities of financial management upon 
which their attainment depends. 

I have said that we have over- 
emphasized the financial aspects of 
our business. I hasten, however, to 
put the record straight in saying that 
amongst the things upon which labor 
and management must agree are the 
financial and organizational condi- 
tions for the successful operation of 
an enterprise. Management must have 
appropriate authority. Quotas must be 
set, standards must be insisted upon, 
objectives defined. No organization, 
whether it be a church, army, govern- 
ment, labor union or business enter- 
prise, could long exist without this 
discipline. If we expect to attain 
our objective, we must assign respon- 
sibility and authority. Management 
must have the means to insure the 
necessary economic performance. 

Our rising standard of living de- 
pends on such technical and undra- 
matic concepts as savings and capital 
formation. It has to do with profits 
and break-even points. These finan- 
cial concepts are hardly exciting 
ideas. It is difficult to stir up enthu- 
siastic and popular support for right 
ideas in the field of industrial and 
financial management. And yet pre- 
cisely this must be done, and respon- 


sibility for doing it must be accepted 
by all who are interested in the suc- 
cess of corporate enterprises — by 
management, by labor, by stock- 
holders, and by the public in general. 

I have mentioned the moral condi- 
tions of a free industrial society. On 
the other side of the coin are these 
financial and organizational condi- 
tions. Management will indeed act 
foolishly if they fail to recognize the 
justice of the demand that a business 
enterprise must have a social and 
ethical purpose. And labor leaders 
will be equally foolish if they fail to 
accept and do their part in securing 
understanding of the technical re- 
quirements for the growth of our 
economic institutions. 


Spreading understanding of 
American capitalism 


Our system must however be under- 
stood not only by Americans. It must 
be understood by the world at large. 
It has become somewhat hackneyed 
to repeat that we are in a global strug- 
gle with communism for the minds of 
men. Yet there the fact is. In this 
struggle, the attitude of the world’s 
people to North American capitalism 
is a decisive element. Our statesmen 
have developed a pattern of alliances. 
Our military men are pushing for- 
ward our intercontinental defense 
program. We have, in short, set up 
strong defenses against the physical 
weapons of the Soviet Union. But 
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Labor Looks 
the Changing 
Economy 


By Jack T. Conway 


@ Adam Smith and Karl Marx 
wouldn’t be the only ones puzzled by 
the American economic system today. 
Henry Ford and Sam Gompers would 
have trouble recognizing it, too. 
Even a multi-ton electronic com- 
puter — symbol of the Second Indus- 
trial Revolution launched by automa- 
tion and atomic energy — couldn't 
add up such diverse factors as these: 
e Smith taught that supply and de- 
mand would automatically ad- 
just prices. But, in spite of falling 
sales and surplus goods in key 
industries, prices go up. 
e Marx thought the rich would get 
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18 PUBLIC RELATIONS JOURNAL 


richer and the poor would grow 
increasingly poor. But the pro- 
gressive income tax, social legis- 
lation and strong free trade 
unions have reversed the process. 

¢ Ford believed in increased pro- 
duction and lower unit prices by 
his family-owned company. To- 
day giant corporations operate 
at reduced capacity and boost 
prices to increase profit margins. 

© Gompers advocated that unions 
stick to bread-and-butter issues 
and eschew political action. 
Modern unions recognize that 
their field of activities is as broad 
as their members’ needs. 

How did these things come about? 
How do labor and management react 
to each other today? Where are we 
going? What — and when — will be 
labor’s last demand? Let’s look first 
at how we got where we are. 


A backward look 


Companies owned by one or two 
individuals or even families have met 
the fate of nickel beer. Farmers and 
small businessmen, once the key- 
stones of the American economy, 
have dwindled to minority status. 

In 1904, only 23.6 per cent of 
America’s manufacturing establish- 
ments were corporations, but they 
employed 70.6 per cent of the work- 
ers and produced 71.9 per cent of the 
value added by manufacture. By 
1947, latest available Commerce De- 
partment figures show, corporations 
made up 50 per cent of all manufac- 
turing establishments, employed 90 
per cent of the wage earners and cre- 


ated 92 per cent of the value added 


by manufacture. 

Impersonal corporations have 
grown to dominate America’s mighty 
industrial machine. In recent years 
they have expanded in size and power. 

In 1898, the four largest firms ac- 
counted for only 27.2 per cent of the 
existing pig-iron capacity. Fifty years 
later—in 1948—the four largest steel 
corporations accounted for 66.8 per 
cent of capacity. 

According to a 1957 Senate com- 
mittee report, the four largest pro- 
ducers in each industry in 1954 ac- 
counted for 99 per cent of primary 
aluminum, 98 per cent of passenger 
cars, 94 per cent of motor coaches, 
93 per cent of electric lamps, 90 per 
cent of aircraft propellers, 89 per cent 
of telephone and telegraph equip- 
ment, 89 per cent of locomotives and 
parts, 85 per cent of steam engines 
and turbines, 82 per cent of cigarettes, 
81 per cent of metal cans, and 78 per 
cent of tires and inner tubes. 

Profits, bigger and juicier each 
year, are the major, if not the sole, 
concern of these mammoths. Boast- 
ing ownership by hundreds of thou- 
sands of stockholders, these corpora- 
tions are nevertheless controlled and 
administered by a privileged few. Al- 
though 8 per cent of the American 
people own stock in American cor- 
porations, less than 1 per cent of the 
stockholders own 83 per cent of all 
stock issued. 

“There is probably no company in 
the United States that affects the lives 
of the citizens as much’ as General 
Motors,” a Senate subcommittee said. 
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Despite its 656,000 stockholders, 
GM is tightly controlled. Its 15 larg- 
est stockholders own 33 per cent of 
its stock and its 50 largest own 39 
per cent. Actually, the corporation is 
run by its 34-member board of direc- 
tors, who control the fate of 500,000 
employees, 18,000 dealers, and thou- 
sands of others dependent on GM. 

GM policy has called for an annual 
net profit of 15-20 per cent, the Sen- 
ate committee discovered. The policy 
has succeeded. In the past 8 years, 
the company has averaged an annual 
profit after taxes of 25 per cent. In 
1956, GM made $2.31 profit (before 
taxes) for every man-hour worked in 
its U. S. plants. 


Factors that have shaped 
the U. S. labor movement 


Just as American industry has 
taken a turn not foreseen by either 
Adam Smith or Henry Ford, so has 
the American labor movement devel- 
oped to a point that would be difficult 
for either Karl Marx or Sam Gompers 
to understand. 

Unlike its European or other for- 
eign antecedents, the American trade 
union movement has been shaped by 
a number of unique factors. 

First, for various historical reasons, 
American workers are not class con- 
scious. They do not join unions auto- 
matically out of class loyalty and class 
solidarity. They must be convinced 
that the union has something to offer 
them. 

Second, American workers ap- 
proach problems pragmatically. They 
do not believe in ultimate Utopian or 
revolutionary solutions to our com- 
plex social and economic problems. 
No single ideology can be counted 
upon to unify them and supply auto- 
matic solutions or slogans for every 
problem. 

While they have no ideology, this 
does not mean that they lack a 
philosophy. That philosophy, if it can 
be called such a grandiose name, is 
that all institutions, practices and 
programs must be weighed in terms 
of their contribution to human values 
—human welfare, human dignity and 
security and human progress—and in- 
stitutions must be reshaped, where 


Mr. Conway 


necessary, to make them serve those 
values. 

Third, there is no political party 
that can speak for the workers as 
such or for an alliance of workers 
and other groups with common in- 
terests. The primary means for ad- 
vancing workers’ interests has been 
the trade union movement and col- 
lective bargaining. 

Fourth, perhaps because of the ab- 
sence of a labor political party, social 
and labor legislation came to America 
late, while other labor-benefiting laws 
have not yet arrived at all. Only in 
the last 25 years have unemployment 
insurance, government pensions and 
minimum wage laws been put on the 
books. Although practically every 
other industrial nation in the world 
has medical care legislation, there is 
no health insurance or health service 
law on our statute books. Since the 
absence or inadequacy of labor and 
social legislation did not lessen the 
workers’ needs in these fields, they 
turned naturally to their unions and 
collective bargaining for all that the 
law did not provide. 


Hostile to the organization 


Fifth, because employers were bit- 
terly hostile to the organization of 
their workers, organization was won 
the hard way. In the major industries, 
unionization was not achieved until 
a quarter of a century ago. Com- 
panies in each industry had to be or- 
ganized one by one and in the case 


of multi-plant corporations, shop by 
shop. When a union was formed, the 
workers were well aware of the need 
for united action in presenting their 
demands to their employers. 

Sixth, a cross-section of the Ameri- 
can public was employed in mass 
production industries and eligible for 
membership in the burgeoning indus- 
trial unions of the 30’s. CIO indus- 
trial-type unions were not limited to a 
single skill, race, color, religion, sex 
or education level. Everyone was wel- 
comed. 

These six basic factors have im- 
pressed their marks deeply on Ameri- 
can trade unionism and collective bar- 
gaining procedures. They account in 
large part for the much greater re- 
liance of American workers on col- 
lective bargaining and contract rather 
than law or political ideology for the 
solution to their wage and other 
grievances within the plant as well as 
their problems of security outside the 
plant gates. The very diversity of the 
membership has made it imperative 
that American unions tackle all of the 
basic problems that beset the Ameri- 
can people, some of which require 
legislation. Progress made by unions 
in solving the workers’ problems, and 
continued, although lessened, em- 
ployer hostility have strengthened the 
loyalty and solidarity of American 
workers and made them willing to 
sacrifice and often endure hardships 
to achieve their union objectives. 
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Varied labor-management 
relations 


Out of this management and labor 
background has arisen a system of 
labor-management relations in the 
United States that is as varied as its 
participants. Unions have adapted 
their collective bargaining techniques 
to the industries and managements 
with which they bargain. 

Since my own experience has been 
with the United Automobile, Aircraft 
and Agricultural Implement Workers 
of America (the UAW), I shall speak 
primarily of my own union and the 
industries with which it has contracts. 
Because we have so often pioneered 
in extending the collective bargaining 
contract to cover problems previously 
untouched and because our union con- 
tains nearly 10 per cent of America’s 
organized workers, our experiences 


and hopes may have wider relevancy. 


With a few notable exceptions, in- 
dustry, and the automobile industry 
particularly, has laid aside its black- 
jacks and tear gas and has interred its 
more violent epithets in dealing with 
unions. Of course, the Kohler Com- 
pany, of Sheboygan, Wisconsin, is a 
symbol of the survival of Neanderthal 
industrial policies in this atomic age. 

But generally, the conscious social, 
political and personal response of 
management to unions has altered. 
One example of this is the changed 
management attitude toward union 
representatives. They used to be con- 
sidered as interlopers and parasites. 
Today most ‘companies consider 
union people as legitimately in the 
industrial society, performing a role 
that is as relevant and necessary as 
almost any management role. To be 
accurate, you can’t omit the word “al- 
most.” 

This altered relationship between 
management and unions has _pro- 
duced an unique competition between 
the two. It is not co-existence, nor the 
interaction of majority and loyal op- 
position. And it no longer is the open 
warfare of two competing armies or 
even hostile football teams. 

Perhaps the relationship would best 
be described as cooperative competi- 
tion. It is a relationship which is fluid 
and has no outside or fixed bound- 
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aries. It is a relationship between 
two increasingly interdependent or- 
ganisms that are joined together by a 
collectively-bargained agreement — 
each retaining considerable independ- 
ence from the other and each de- 
pendent somewhat upon the other, 
but both definitely dependent upon 
society as a whole for their continued 
existence. 

From this interplay have come 
many modern offspring. Umpires, ar- 
bitrators, joint boards to administer 
the pension and supplemental unem- 
ployment benefit programs, and joint 
committees on apprenticeship and 
safety are but a few examples. 

In a situation where two formerly 
opposing and mutually resisting forces 
at one time resolved their opposition 
by a coercive victory, there has 
emerged a policy of limited and 
bounded conflict. 

The increasing concentration of 
economic power on the management 
side shows no signs of halting. Major 
unions have a bigger say in the econ- 
omy because the parties they deal 
with have gained such power and 
strength. Greater power places greater 
responsibility on both sides of the col- 
lective bargaining table. Their acts 
affect the entire community. 


Conditions of mature 
labor management relationships 


If management wants to quell some 
of the attacks labor leaders continue 
to level at their tactics and programs, 
if it truly wants to establish a more 
mature labor-management relation- 
ship that will emphasize cooperation 
more than competition, then it must 
govern its actions in the months and 
years ahead by six basic principles. 
Briefly stated, these are: 

1. Freedom is a basic and indi- 
visible value. Free labor cannot exist 
without free management and free 
management is not possible without 
free labor. They must recognize with- 
out qualification their mutual right to 
exist. Kohlerism must be abhorred as 
strongly by management groups as 
Beckism is denounced by labor. Fair, 
reasonable wages should be just as 
much an outgrowth of our private 
enterprise system as fair, reasonable 
profits. 


2. Labor and management have a 
lot more in common around the basic 
human and democratic values that we, 
as a free people, believe in and cher- 
ish than they have in conflict on the 
smaller interests that seem to divide 
us. By working together on the “big 
issues,” we can create the kind of 
constructive relationships which will 
enable us in good will to resolve the 
areas of conflict. 

3. To make lasting progress, labor 
and management must facilitate prog- 
ress for the entire community. Neither 
side lives in a vacuum. Collective bar- 
gaining must be elevated above the 
level of a struggle between competing 
economic pressure groups, if labor 
and management are to discharge 
their social and moral responsibilities 
to the entire community. In a free 
society such as ours, both sides must 
recognize that the interests of our 
whole society transcend the interest 
of any segment, whether it be labor 
or management. 

4. Bargains arrived at jointly 
should, in a free society, be based 
upon economic facts and not upon 
economic power. We need to rely 
more on the power of economic per- 
suasion and less upon the persuasion 
of economic power. Arbitrary deci- 
sions, made as the result of naked 
economic power, frequently conflict 
with the basic needs of society as a 
whole. Too often the economic facts 
are hidden behind private economic 
iron curtains. Since every decision ar- 
rived at by a major corporation and 
a big union affects the entire com- 
munity, collective bargaining is truly 
the people’s business—and they have 
a right to know the basic economic 
facts on which vital decisions were 
based. 

5. Both labor and management 
must voluntarily exercise social and 
moral responsibility, if they are to 
avoid government intervention. When 
an unsolved problem gets to serious 
proportions, the people generally will 
insist that the government move in to 
fill the vacuum created by the failure 
of economic groups to meet the prob- 
lem on a voluntary basis. 

Although no one has charged the 
UAW with being corrupt or undemo- 
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On the morning of October 28, 1927, a stac- 
cato roar of engines ushered in a new era in 
commercial aviation . . . the Stars and Stripes 
flew in international skies. 

The first Clipper,* a Fokker F-7, lumbered 
into the air at Pan American Field, in Key 
West, bound for Havana—90 miles away 
across the Straits of Florida. 

Since then the parade of Pan Am Clippers 
has swiftly extended its wings to embrace the 
earth—wings that have changed from the 
100-mile-an-hour variety, to swept back jobs 
that nuzzle the speed of sound. 

And Pan Am has earned its place as pace- 
setter in the skies: aircraft research, engine 
analyzers, reduced fares, jet stream studies, 
the creation of and insistence on standards of 
perfection that have made the slogan— 


1935 1937 


1945 1947 


1958 


Anniversary Clipper Quiz 


World’s Most Experienced Airline —an inter- 
national reality. 

Behind Pan Am’s relentless attempt to 
attain perfection is the philosophy of this 
airline. A philosophy that is essential to 
stimulating the growth of the aviation indus- 
try—make the magic of air travel available 
to every man. 

In the past 30 years Pan American’s sky- 
way has grown from that first 90-mile flight 
to encompass 82 lands on 6 continents. In 
the next 30 years, we can merely hazard 
guesses and dreams—but whatever progress 
develops, Pan American will be, as in the 
past, in the forefront of international aviation. 


ANSWERS: 1927—E; 1934—F; 1935-1; 1937—J; 1939—A 
1940—H; 1945—B; 1947—D; 1949—K; 1956—G;.1958—C 


PAN AMERICAN 


WORLD’S MOST EXPERIENCED AIRLINE 
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cratic, it has voluntarily established a 
public review board, composed of 
seven outstanding citizens, with full 
power to investigate and remedy alle- 
gations of undemocratic, unethical or 
dishonest practices or conduct on the 
part of any UAW officer. We believe 
this to be a good example of social 
and moral responsibility. 

In the same manner, large corpo- 
rations in price-administered indus- 
tries might demonstrate their public 
responsibility and forestall govern- 
ment price and profit controls if they 
were to voluntarily agree to justify 
price increases before a public fact- 
finding agency, subject to cross-ex- 
amination by interested groups, before 
such increases are put into effect. 

6. Finally, there must be a single 
set of moral standards at the bargain- 
ing table. In past years, major corpo- 
rations refused to grant pensions to 
their hourly-paid personnel, while 
making generous provision for their 
executives. Today, many of those with 
ample resources and time for the cre- 
ative use of their leisure hours, would 
deny to the mass of American work- 
ers the increased purchasing power 
and shorter work week that will make 
possible the development in America 
of the greatest, happiest, most creative 
civilization the world has ever known. 


A forward look 


This brings me, quite naturally, to 
what labor might expect from man- 
agement in the future. 

In the past 10 years, unions like 
the UAW have. devoted a major por- 
tion of their enérgies into the con- 
struction through collective bargain- 
ing of a solid foundation for a social 
security program for workers who are 
sick, injured, old or forced into idle- 
ness through no fault of their own. 
The basie principles of company-paid 
pensions, hospital-medical care, sick- 
ness and accident protection and sup- 
plemental benefits to unemployment 
insurance have already been estab- 
lished. In subsequent negotiations, 
they can build upon this foundation 
by improving the benefit structures, 
the extent of coverage and the ad- 
ministrative machinery. 

The next ten years will find the 
pragmatic, democratic, diverse, free 
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American labor movement devoting 
its major attention to the primary 
problems of the day. These will arise 
mainly from the increasing introduc- 
tion of automation, other techno- 
logical improvements and industrial 
harnessing of atomic energy. Three 
principal areas will require the joint 
attention of labor and management in 
the years ahead. 


Sharing economic abundance 


The first problem area involves the 
sharing of economic abundance. We 
no longer have to divide up economic 
scarcity. Labor will want to ensure 
that the introduction of automation 
and the radically new technology into 
our factories and offices redounds to 
the benefit of all through greater con- 
structive leisure and not in forced 
idleness through unemployment. We 
will also insist that the economy of 
our nation is kept in balance so that 
there is sufficient purchasing power in 
the hands of the American wage 
earners and consumers to buy back 
the immensely increased supply of 
goods that we can make in less time. 

To achieve these twin objectives 
of increased purchasing power and 
greater leisure, a reduction of the 
standard work week below 40 hours 
with a concurrent increase in weekly 
take-home pay is essential. Higher liv- 
ing standards for the entire nation and 
the virtual eradication of poverty in 
America will be among the results of 
this next major step forward in col- 
lective bargaining. 

“American productivity,” said a re- 
cent 20th Century Fund report, which 
is actually conservative in its projec- 
tions, “is increasing so rapidly that if 
present rates continue, in another 
century we shall be able to produce 
as much in one 7-hour day as we now 
produce in a 40-hour week. . . . Long- 
term trends indicate an average work 
week perhaps as low as 37% hours 
in 1960.” 

The introduction of automation 
creates a second major area that will 
require practical solutions at the bar- 
gaining table. With the upward re- 
vision of skill requirements accom- 
panying automation and with indus- 
try generally introducing the new 
processes in new factories often dis- 


tant from its old ones, such problems 
as automated wage rates, modernized 
seniority provisions, moving costs, 
severance or relocation pay and trans- 
fer rights wi. tend to occupy the cen- 
ter of the industrial relations stage. 

A third area to which labor will 
devote attention in the Second Indus- 
trial Revolution is following the jobs 
as they “disappear” from present bar- 
gaining units and appear anew in 
some form or other “outside” the bar- 
gaining unit. 

As fewer and fewer production 
workers are required in the produc- 
tion process as a result of automation, 
job types disappear from the bargain- 
ing units. New jobs, programmers, 
analysts, technicians, etc., are appear- 
ing outside the bargaining units and 
the unions are going to follow the 
new jobs. The problems of office 
workers, technicians, engineers, will 
increasingly occupy a prominent place 
at the bargaining table. 


Many employees will heed 
call to battle 


This will not happen without con- 
siderable resistance, however. We 
recognize that many employers will 
heed the call to battle by the NAM 
when they say “We have lost the bat- 
tle of the hourly workers, let’s close 
ranks and fight before we lose the 
battle of the salaried workers.” 

During this new phase of collective 
bargaining, when the unions will be- 
come more engrossed on the tradi- 
tional goals of higher wages, greater 
leisure, and broader job protection, 
the employers in their frantic efforts 
to head off organization of their sal- 
aried office workers, technicians and 
engineers, will themselves create a 
new set of fringes, a new set of 
double standards which will create the 
basis for trade union demands of the 
future in the area of new fringe bene- 
fits. 

In 1923, Henry Ford wrote that 
in his plant “The length of time re- 
quired to become proficient in the 
various occupations is about as fol- 
lows: 

“43 per cent of all the jobs require 

not over one day of training; 

“36 per cent require fro6m one day 
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Management and Labor: 
Contestants or Collaborators? 


By Neil W. Chamberlain 


@ In discussing the role of the corpo- 
ration, and presumably the large cor- 
poration in particular, Mr. Coleman 
emphasizes the moral responsibility 
of management as trustee for multiple 
interests. He refers, in a_ striking 
phrase, to the corporation as a “moral 
community.” 

This is a point of view which has 
received wide currency in recent 
years, and Mr. Coleman places him- 
self with the advance guard of Ameri- 
can management in espousing it. At 
the same time it leaves unanswered a 
major question concerning the basis 
for managerial authority, however 
moral management’s intent. Who is 
to judge if managers are measuring up 
to the moral responsibilities which 


e@ On leave from his post as Pro- 
fessor of Economics at the Gradu- 
ate School of Business, Columbia 
University, NEIL W. CHAMBER- 
LAIN is serving as Program Direc- 
tor in Economic Development 
and Administration of the Ford 
Foundation. He studied at West- 
ern Reserve University and re- 
ceived his Ph.D. in Economics at 
Ohio State University. He is the 
author of many books and mono- 
graphs, including A GENERAL 
THEORY OF ECONOMIC PROCESS 
and UNION CHALLENGE TO MAN- 
AGEMENT CONTROL. Prior to his 
association with Columbia Univer- 
sity, he was Associate Professor of 
Economics and Assistant Director 
of the Labor and Management 
Center, Yale University. @ 


they thus assume? If the purpose of 
business is, as Mr. Coleman argues, 
“to serve the community, to provide 
a just return to capital, and reward- 
ing and satisfying work to em- 
ployees,” by what standards may we 
measure whether these purposes are 
being adequately met in any particu- 
lar case, and by what procedures may 
we enforce performance of these re- 
sponsibilities? 


An old story 


It is now an old story that in most 
corporations of any size the dispersion 
of stock ownership makes their con- 
trol over management policies tenu- 
ous indeed, even assuming that they, 
as one interest group, would be will- 
ing to safeguard the welfare of other 
interest groups and the community at 
large. Public opinion has sometimes 
been called the ultimate arbiter, but 
it acts only erratically and is subject to 
manipulation. General environmental 
pressures, such as the body of laws, 
the system of economic competition, 
and cultural traditions, do, of course, 
define the context within which cor- 
porate policies must be made, but 
this framework still allows a consid- 
erable area of discretion. 

We are driven back to the suspi- 
cion that managements in modern 
public corporations are asserting re- 
sponsibilities—and assuming authority 
—which are to a large extent self- 
defined and without any certain basis 
in the consent of others. Some officials 
in our largest corporations have con- 
fessed (at least in private) to an un- 
easiness at wielding admittedly great 
powers on the strength of their tenu- 


ous legal connection to a shifting, 
amorphous body of stockholders. In- 
deed, this phase of the corporate 
story is now sufficiently familiar to 
most of us that we tend to ignore it 
as “old hat.” 

Yet I agree with Mr. Coleman’s 
general conclusion that imperfect and 
anomalous as is the modern corpora- 
tion, it has on the whole worked well 
for the benefit of the American peo- 
ple. It is an intrinsic part of an eco- 
nomic system which has produced 
efficiently, distributed its outpourings 
widespreadly, and—in contrast to in- 
stitutions elsewhere — infringed re- 
markably little on the freedoms of 
those who compose it. 


The role of unions 


Mr. Conway is, of course, right in 
pointing out that the unions can claim 
some credit for this result. In con- 
trast to organized workers in other 
countries, organized workers in the 
United States adjust more readily to 
change and are less obstructive of 
technological progress — despite the 
disbelief which such a statement might 
elicit from some harassed managers. 
Unions have been an effective prod in 
the distribution of corporate earnings 
to wage workers, insuring the mass 
markets on which industry depends. 
The personal security which most 
workers feel in the face of personnel 
actions by the “boss” is perhaps the 
most solid achievement of the unions. 
In part, American managers have 
espoused the kind of moral responsi- 
bility which Mr. Coleman argues so 
eloquently under a rigorous educa- 

Continued on the Following Page 


NOVEMBER 1957 23 


| 

| 

2 

| 


tional training administered by the 
militant labor movement of the ’Thir- 
ties. 

But Mr. Conway claims too much. 
He has failed to mention that the labor 
movement itself required education in 
the needs of the broad base of the 
population whom it was theoretically 
designed to serve. It is easy to forget 
that labor leaders once were luke- 
warm and even opposed to a statutory 
minimum wage and a governmental 
system of unemployment insurance. I 
feel sure that Mr. Conway, with his 
roots in the CIO, would agree that the 
pre-1935 labor movement was in con- 
siderable measure an agency of the 
better-paid and “aristocratic” groups 
of labor rather than of the under- 
privileged. It was primarily the radi- 
cal fringe elements—like the IWW and 
the Socialists — which, prior to the 
CIO, interested themselves in the lot 
of the less fortunate workers. So the 


labor movement itself had to go 


through an educational process in the 
Thirties, with results as profoundly 
affecting its character as they did the 
character of American management. 
In the course of this joint educa- 
tional process, both groups have ar- 
rived at that acceptance of each other 
to which both Mr. Coleman and Mr. 
Conway attest. If now “most com- 
panies consider union people as legiti- 
mately in the industrial society,” so 
too do most union leaders recognize 
that the prosperity of their members 
depends in the final analysis on the 
efficiency of American business. 


Power and morélity 


Despite this rapprochement, impor- 
tant differences of opinion have per- 
sisted and must persist between the 
two groups. Acceptance of each by the 
other does not connote an identity of 
interests. But on the question of how 
such differences can be resolved, the 
statements of these two spokesmen 
are relatively silent. Mr. Conway, like 
Mr. Coleman, appeals to an exercise 
by both parties of social and moral 
responsibilities. Like Mr. Coleman, 
Mr. Conway passes lightly over the 
issue of economic power. Indeed, at 
times I cannot escape the feeling that 
he would regard power as the antith- 
esis of morality. He expresses a hope 
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for and confidence in “the power of 
economic persuasion” — agreement 
arising out of the facts. 

But it is sometimes difficult to ob- 
tain agreement on the “facts,” and 
even where this proves possible, judg- 
ments based on them can and do dif- 
fer markedly. The old economic prob- 
lem of scarcity—the inability to sat- 
isfy the material desires of all — 
cannot be exorcised by invoking 
euphemisms concerning an approach- 
ing “era of abundance.” 

Conflicts over the division of the 
spoils inevitably will emerge and in- 
evitably must be resolved—by power. 
Facts cannot resolve such issues, since 
there is no single standard—no moral 
imperative binding on all disputants— 
to which the facts can be referred for 
decision. The question of the length 
of the work week, to which Mr. Con- 
way refers, can scarcely be settled by 
any compilation of data, however 
relevant. Even within union circles 
there is division and uncertainty of 
opinion as to whether more leisure or 
more income is the desideratum. 


Importance of moral element 


We do not deny the importance of 
the moral element, however, if we 
openly face the fact that economic 
and political power are essential in- 
gredients of corporate activity and 
the economic system. Power is di- 
rected to specific ends, and moral 
judgments must be made concerning 
their worth and equity. I would only 
argue that it is better to admit that 
corporate policy and economic deci- 
sions are rooted in differences of views 
resolved not only by an appeal to 
reason but also by an appeal to bar- 
gaining power. 

Since we cannot escape the exercise 
of economic and political pressures, 
we should avoid the attitude that 
there is something wrong about their 
use. Instead, we should appreciate the 
role of power and the moral demands 
which its use makes on us. Thus to 
say that the corporation is a moral 
community is not to deny that it is also 
a community of contentions backed by 
degrees of power — and these inside 
the management group and inside the 
union group as well as between them. 


Institutional conflict 


One of the really significant devel- 
opments in the American corporate 
system is that we have managed to 
institutionalize within the firm devices 
for resolving differing views, even 
though these devices necessarily in- 
volve a contest of relative powers. 
While the tempers of management and 
union officials are often exacerbated 
as they test their powers against each 
other, the fact remains that with rela- 
tively few exceptions the contest is not 
viewed as a contest for survival. When 
a strike is called because neither 
management nor union has conceded 
enough to win the other’s agreement, 
both sides go into the conflict with 
the confident expectation that it will 
be only a matter of time before the 
issues are settled somehow and the 
two parties will again be working to- 
gether. 

It is partly shifts in the relative bar- 
gaining strengths of interest groups 
like management and labor that have 
given rise to those changing relation- 
ships between people which Mr. Cole- 
man points to as providing dynamism 
to the economic system. If public 
opinion cannot significantly affect par- 
ticular policy decisions in corporations 
or unions, it can and does continually 
confront and resolve the question of 
whether the powers of interest groups 
should be modified to strike a differ- 
ent balance. 


Power of labor unions 


The power of labor unions, for ex- 
ample, was different in the "Thirties 
from what it had been in the “Twen- 
ties, and is different now from what it 
was in the ‘Forties. Management’s 
area of discretion similarly has not re- 
mained static. It is partly the fact that 
such shifts in the relative bargaining 
power can take place over time, ac- 
commodating pressures before they 
explode from repression, or repressing 
pressures before they increase too 
greatly to accommodate others, which 
gives viability to our economic sys- 
tem. 

Moreover, the assertion of power 
must always take place in a social set- 
ting. Shifts in bargaining strength are 
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LIQUID 
MUSCLE 
FOR 
INDUSTRY 


High on the list of American business 
achievement stands the swift efficient 
movement of millions of tons of 
material — made possible by an endless 
variety of automatic, time-and-labor 
saving machinery. Petroleum plays a 
vital role in this development. In the 
hydraulic cylinders of lift trucks, for 
example, move petroleum liquids that 
revolutionized the art of fast, cost- 
controlled distribution. Texaco 
scientists pioneered in creating these 
amazing hydraulic fluids which change 
pounds of pressure into tons of lift. 
The chemical sinews of these liquid 
muscles are the result of a partnership 
of research and industry in which 
Texaco scientists daily seek the new 
way, the better way. 


THE TEXAS COMPANY 


TEXACO 


Progress...at your service 
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to a significant degree a reflection of 
changes in the social context. The 
areas of managerial discretion within 
the corporation—however great—are 
still bounded by the necessity for its 
conformance to social compulsions, In 
examining the role of the corporation 
in the American economy, then, it is 
necessary to take cognizance of con- 
trolling developments in society itself. 
In the confines of this short piece no 
catalogue can be attempted, but two 
major social changes may be noted, 
by way of example, which profoundly 
affect the character of corporate ac- 
tivity. 


Diffusion of power 


The first is the world-wide egali- 
tarian philosophy of the present cen- 
tury. However much we may dislike 
for ourselves systems of socialism 
which have been adopted elsewhere, 
we cannot evade the fact that the same 
moral force lies behind many of the 
social policies which have been inte- 
grated into our system of private 
capitalism. The graduated income tax 
is now accepted as a legitimate and 
desirable fiscal device, even though we 
grumble at its burden and even though 
some may—perhaps with good reason 
—complain that its levelling effects 
have been carried too far. Minimum 
wage legislation is not now seriously 
combated, even though specific statu- 
tory levels may be opposed. 

This egalitarian philosophy has had 
its effect in reducing differentials of 
income, of status, of control over the 
institutions of sqciety. Industrial de- 
mocracy (collective bargaining) is one 
expression of this pervasive moral 
conviction. As Mr. Coleman has sug- 
gested, power and all that power con- 
notes are viewed as something to be 
widely disseminated in our society 
rather than concentrated in a few 
hands. The American response, which 
by some abroad has been viewed as 
reactionary because it does not em- 
brace the shibboleths of socialism, has 
in fact been far closer to the realiza- 
tion of this egalitarianism than most 
systems which have paraded the out- 
ward forms and voiced the slogans but 
ignored the reality. 

This broad tendency towards more 
equal status for all in our society im- 
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plies no “dead levelling,” to be sure. 
Differential rewards, prestige, and 
authority will persist in any society. 
The movement towards a reduction of 
such differentials has been unmistak- 
able, however. 


Economic enlightenment 


A second major development af- 
fecting the nature of corporate ac- 
tivity has been the sweep of economic 
enlightenment replacing superstition. 
It was not long ago that depressions 
were viewed as the equivalent of the 
devil in orthodox theology—a neces- 
sary evil, to be avoided if possible, 
but certain to be recurringly con- 
fronted because of human failings. 
Alternatively, depressions were re- 
garded as a kind of purgative by 
which the poisons which had accumu- 
lated in the body economic could be 
periodically expelled. The potentiali- 
ties of controlling the economic sys- 
tem for the achievement of identified 
ends, of making it more of an instru- 
ment of social planning, were scarcely 
conceived. 

Today, with improved economic 
understanding, we have the means 
(roughhewn though they may still be) 
and equally important we have the 
will to harness our economy to such 
objectives as stable and full employ- 
ment and a rising gross national prod- 


uct. We have invented the mechanics 
for insuring individuals against a 
variety of economic catastrophes — 
work-connected injuries, loss of job, 
old age, and (still haltingly, but surely 
just over the horizon) ill health. We 
have largely rid ourselves of the idea 
that the provision of such social in- 
surances is in itself somehow morally 
debilitating because it relieves the in- 
dividual of any personal responsibil- 
ity. 

This increase in economic enlight- 
enment and understanding, like the 
egalitarian movement cited above, 
profoundly affects the role of the cor- 
poration. In this changed environment 
its methods of decision and policy 
making, its long range planning, and 
its structure of personal relationships 
have also changed. 

It is not easy these days to answer 
the questions: What is the corpora- 
tion? What is its role? Who composes 
it? To whom do its managers owe 
their position? What responsibilities 
must it assume and how are these to 
be enforced? It is significant, how- 
ever, that one sure area of agreement 
between Mr. Coleman and Mr. Con- 
way is that, however fuzzy the 
answers to these questions, the mod- 
ern private corporation in the United 
States is a very useful institution, to 
be preserved and perfected. @ 
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Asian View 


By Vera Micheles Dean 


@ To give “an Asian view” of the 
American economic system is an im- 
possible task. For on this subject, as 
on many others, there is not one 
Asian view, but a wide range of 
opinions, depending in the case of 
each nation on the stage of its eco- 
nomic development and the amount 
of resources available in relation to 
its population; and in the case of each 
individual on his own position in so- 
ciety, which naturally affects his atti- 
tude. 

Thus Japan, the most technogically 
advanced country in the non-Western 
world, shares the American belief in 
the advantages of free enterprise 
capitalism; and so does Thailand, still 
a primarily agrarian nation, whose 
rich resources of rice are adequate 
not only to feed its small population, 
but also for export which brings in 
foreign exchange. 

By contrast, India, 80 per cent of 
whose 360 million people live under 


e Born in Russia where she was 
privately educated, VERA M. 
DEAN came to this country in 
1919. She has a B.A. and Ph.D. 
from Radcliffe College, and an 
M.A. in international law from 
Yale University. Editor of the 
Foreign Policy Association Bulle- 
tin and Headline Series, she is also 
the author of several books, in- 
cluding THE UNITED STATES AND 
Russia, EUROPE AND THE UNITED 
STATES, FOREIGN PoLicy WITH- 
OUT FEAR and THE NATURE OF 
THE NON-WESTERN WoRrLD. Mrs. 
Dean taught a course on “U. S. 
Foreign Policy in the 20th Cen- 
tury,” at the Indian School of In- 
ternational Studies in New Delhi 
last summer. @ 


primitive conditions in villages com- 
parable to those of pre-medieval 
Europe, believes that government ini- 
tiative under democratic parliamen- 
tary rule is essential to give the nation 
a twentieth-century economy in the 
shortest possible time. If you talk to 
a government official or technician in 
New Delhi, he will argue that the 
business community thinks in terms 
of persona! enrichment, not in terms 
of the people’s welfare which, accord- 
ing to them, must be the first concern 
of the state. 


Capitalism of today held suspect 
in light of past experiences 


Out of this diversity of views, how- 
ever, three main trends of thought 
emerge. First, many Asians, irrespec- 
tive of their political affiliations, are 
critical of the American economic 
system, largely because they think of 
American capitalism as it existed in 
the nineteenth century—the capital- 
ism of “The Robber Barons.” They 
readily accept this picture of capitalist 
enterprise, because it had been fa- 
miliar to them on two planes: the 
plane of Britain’s early Industrial 
Revolution days, when the poet Wil- 
liam Blake wrote about England’s 
“dark Satanic mills”; and the plane 
of their own entrepreneurs, who under 
the colonial rule of Britain, France 
and the Netherlands did not have an 
opportunity to acquire the techniques 
of investing capital, and instead acted 
for the most part as middlemen, 
moneylenders, or speculators on com- 
modities, more intent on getting a 
quick profit than on planning the 
long-term development of basic in- 
dustries. 

At the same time, many Asians 
long associated capitalism with co- 
lonial imperialism. For example, in 


India the British concentrated on the 
development of industrial crops, no- 
tably jute and cotton for export, rather 
than on expanding food crops for a 
rapidly growing population. They 
opposed the establishment of factories 
— particularly cotton mills — which 
would have competed (and now that 
India is independent, do compete) 
with British products. And until the 
1920’s they also opposed the imposi- 
tion of tariffs by India on British 
goods. Thus to India, British capital- 
ism appeared both as an instrument 
for exploiting its natural resources for 
the benefit of British industry, and as 
a method of retarding its economic 
development. India’s struggle for in- 
dependence under the leadership of 
Gandhi was as much a struggle for 
economic as for political liberation 
from British rule. 

The Indians’ opinion of Western 
capitalism was derived, in the first in- 
stance, not from Marxism or Lenin- 
ism, but from the penetrating criti- 
cisms which British Laborites made 
both of Britain’s industrial methods at 
home and of its imperialism in under- 
developed countries. Similarly, the 
views of Asian critics of the United 
States are shaped less by Communist 
propaganda than by the sharp ques- 
tions which American writers raised 
about our economic system from the 
end of the nineteenth century to the 
days of the New Deal. 


Understanding each other 


If Asians are to understand the 
American economic system as it exists 
today, a two-way educational job 
needs to be done. On the one hand, 
the United States must understand the 
historic reasons—largely the heritage 
of Western colonial rule — which 
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today make American capitalism sus- 
pect in Asia, and do everything pos- 
sible to make sure that our business- 
men are familiar with these reasons 
and, in their relations with Asian 
peoples, avoid actions which might 
reinforce or justify these suspicions. 

On the other hand, American busi- 
ness, as well as United States in- 
formation personnel, should inform 
Asians in an objective—not a propa- 
ganda-manner about the far-reaching 
changes in the character and methods 
of the American economic system that 
have taken place in the past quarter 
of a century. By looking at ourselves 
through Asian eyes, we shall have the 
advantage of understanding our as- 
sets, as well as our liabilities, better 
than we do today. 


Awed by American 
technological advance 


And—this is the second important 
point to bear in mind—many Asians, 
by no means only the Japanese, are 
well aware of our assets. Those who 
have visited the United States, includ- 
ing the often critical Indians, are 
deeply impressed by the technological 
achievements of the American eco- 
nomic system. Not only are they 
struck by the wide range, variety and 
quality of American manufactured 
goods, but also by the availability of 
these goods at prices that an increas- 
ingly large number of customers can 
afford to pay. They admire the effi- 
ciency of our large-scale industries— 
steel, automobiles, airplanes. New ap- 
proaches to regional development, 
notably the Tennessee Valley Author- 
ity, have made a strong impact on 
Asia; and India has followed the 
TVA pattern in its DVC—the Damo- 
dar Valley Corporation—designed to 
provide power and electricity to one 
of its principal industrial areas, north 
of Calcutta. Asians admire also our 
high productivity, as well as the rela- 
tions capital and labor have achieved 
in our most modern enterprises. And 
they look with a sense of wonder 
bordering on awe at our standard of 
living, the highest in the world. 

The very fact, however, that it is so 
high—that our economy is in advance 
even of the most industrialized nations 
of Western Europe — makes the 


28 PUBLIC RELATIONS JOURNAL 


Asians feel that, under the most favor- 
able circumstances imaginable, they 
can never hope to match our achieve- 
ments, and that consequently they 
cannot pattern their future develop- 
ment on the American economic sys- 
tem. They realize, much more clearly 
than most of us do, that they start 
their industrial revolution with sev- 
eral strikes against them as compared 
with the United States, or even with 
Britain and France at the end of the 
eighteenth century. 


Dissimilar conditions 


Unlike us, they do not have a vast 
untouched territory to develop, with 
wide open spaces available to a nu- 
merically small population of skilled 
men and women who had the courage 
to defy political or religious persecu- 
tion and to build a new nation in what 
was once a wilderness. They do not, 
with a very few exceptions, have at 
their disposal that rare combination 
of agricultural resources and raw ma- 
terials essential for modern industry 
which the United States has the good 
fortune to possess. Nor do they enjoy, 
at a stage of their development when 
we felt secure from foreign invasion, 
protection from pressures of all kinds 
by one neighbor or another. 

Japan lacks raw materials for its 
own modern industry, and must liter- 
ally “export or die.” India has iron 
and coal, manganese and thorium, but 
little oil. Neither Japan nor India has 
adequate food for large and still 
growing populations. 

India, burdened with a vast popula- 
tion — as compared with the small 
numbers Britain and France had to 
support when they began to indus- 
trialize at the end of the eighteenth 
century—cannot, like the West at that 
time, find relief in emigration over- 
seas or the use of cheap raw materi- 
als from colonial empires. Although 
Japan, developing its economy for 
decades in comparative security, suc- 
ceeded in accumulating its own capi- 
tal resources, it still depends on the 
outside world, most of all the United 
States, for investment funds and for- 
eign exchange, now in short supply. 
And India, urgently in need of long- 
term loans if it is to complete its 
modest second Five-Year Plan, has 


little hope of obtaining them except 
from the United States. 


Asian realism and aspirations 


Because the American success 
story, for non-Western peoples, 
seems a remote fairy-tale, not a realiz- 
able goal, Asian leaders, in the third 
place look to other systems for their 
economic development. 

Except in the case of convinced 
Communists, this does not mean un- 
critical acceptance of communism as 
a doctrine or as.a way of life. What 
it does mean is a desire to study, 


Mrs. Dean 


with an open mind, the methods of 
organization and production prac- 
ticed by Communist countries — and 
China, itself an Asian country, is of 
far greater interest to Asians than 
Russia — with a view to adapting 
them, whenever possible, to the con- 
ditions of a given country. India, 
which rejects Peiping’s totalitarianism, 
believes that it can benefit by experi- 
inenting with the agricultural prac- 
tices which have brought high pro- 
ductivity to the Chinese, just as it has 
profitably adopted Japan’s rice-grow- 
ing techniques. 

For by and large Asians are realis- 
tic, and modest in their aspirations. 
They dream, not of tractors, but of 
slight improvements in their ancient 
ploughs; not of a car in every garage, 
but of a bullock to help plough the 
tiny landholding or haul the family 
cart; not of three meals a day, but of 
one decent meal instead of semi- 
starvation; not of a closet full of 
dresses for a peasant woman, but of 
two garments instead of one; not of 
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a house equipped with modern appli- 
ances, but of a modest brick home 
instead of a mud hovel. And what- 
ever system can satisfy these humble 
needs in the visible future will win 
the support of Asian peoples, regard- 
less of its label. 


America’s role in 
Asiatic development 


What can the American economic 
system contribute to the fulfillment of 
these modest aspirations? It can make 
four major contributions: 

First, it can contribute technical 
aid, geared not to American potenti- 
alities for development, but to the 
relatively limited possibilities of the 
Asian economies, and do so with a 
sense of respect for the values, the 
traditions, the hopes of the peoples 
of Asia—not with the expectation of 
immediate rewards, either in terms of 
money or in terms of wholesale affec- 
tion for the United States. 

Second, the United States can make 
long-term loans, rather than gifts or 
grants, to maintain the momentum of 
the development that has already been 
started in Asia. The time for loans is 
now, not tomorrow or the day after 
tomorrow — and the amount loaned 
must be far larger than anticipated at 
the present time, when our proposed 
development fund is set at $500 mil- 
lion, or less than .3 of 1 per cent of 
our national income. Unlike gifts or 
grants, loans will encourage a feeling 
of self-respect in Asia, and avert the 
sense of dependence on the United 
States which, for many Asians, is 
painfully reminiscent of colonial im- 
perialism. 

Third, the American business com- 
munity should encourage—even bet- 
ter, initiate—a sober worldwide re- 
assessment of available resources of 
raw materials and industrial potential, 
to see how these resources and poten- 
tial can be most effectively and equi- 
tably used for the benefit not only of 
the already advanced nations of the 
West, but also of the underdeveloped 
peoples who are still waiting to be 
developed. 

And, fourth, the American business 
community should similarly encour- 
age—even better, initiate—a world- 
wide study of markets, to see where 
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the underdeveloped areas which must 
obtain foreign exchange if they are to 
purchase goods in the United States 
and other Western nations, can sell 
their products at stable prices, avoid- 
ing sharp fluctuations on commodities 
such as rubber and tin, cotton and 
copper, which create economic dis- 
tress and foster political unrest. 

The test of the American economic 
system, which beyond doubt has 


proved its mettle in the United States, 
will, in the difficult years ahead, be its 
capacity to look outside our borders, 
to understand the problems of Asia 
as well as other underdeveloped areas, 
and to display on the world scene the 
vision and generosity which, once and 
for all, would dispel the assumption 
that capitalism must be equated with 
selfish interests at home and with 
exploitative imperialism abroad. @ 
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View from 


The Non-American 


By Sir Douglas Copland 


@ The economic system in the United 


States was developed in conditions 
very different from those of today’s 
world. Freedom of enterprise to de- 
velop what was found to be the rich- 
est territory in the world was the 
mainspring of action. 

On both the economic and political 
grounds, there was a sense of aloof- 
ness from the other vital center of 
world activity, Western . Europe, 
though both capital and people came 
in abundance from the United King- 


e Sir DouGLas CopLanp has had 
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Minister of Australia. He served 
as Australian Minister to China 
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pointed Vice-Chancellor of the 
new Australian National Univer- 
sity in Canberra. In 1955 he pre- 
sided over the Economic and 
Social Council of the United Na- 
tions. He is now Principal of the 
newly established Australian Ad- 
ministrative Staff College, Austra- 
lia’s first business school. @ 
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dom and other European countries 
that were developing industrial and 
financial structures to take advantage 
of the rapid growth of international 
trade, and the opportunities offered 
by expanding colonial empires. 

The United States was engaged 
mainly in developing its own estate 
to the advantage of its rapidly grow- 
ing population, and indirectly to the 
advantage of the Western world. 
Growth was assumed as part of the 
natural order of things, and freedom 
from international entanglement was 
an article of faith. In these circum- 
stances, private enterprise was the 
principal, almost the sole, instrument 
of development, and the profit margin 
the acid test of success. 

The resources of the country were 
sufficient to support great industrial 
and financial empires on a pattern 
and scale never before developed un- 
der private enterprise. It is true that 
under the Monroe Doctrine a sort of 
protective mechanism was established 
over Latin America, but this was 
merely a specific example of the be- 
lief that isolation was the best policy. 
Though great differences in wealth 
and income became the accepted pat- 
tern, the standard of living as a whole 
rose more rapidly and to higher levels 
than anywhere else, and this seemed 
to satisfy any latent sense of social 
justice. Some curbs were eventually 
set on the banking system and on the 
growth and power of trusts, and con- 


World 


troversies over banking and “trust 
busting” were the only expressions 
in politics of attempts to control the 
free working of capitalism. To the 
outside world, therefore, the develop- 
ment of the American economy under 
its vigorous and undisciplined form of 
free enterprise was perhaps an object 
of envy and a signal contribution to 
an expanding world, spoiled only by 
what appeared to the older countries 
to be a blind and ultra-nationalist de- 
votion to tariffs. 


Dramatic change 


This was the picture up to the end 
of the nineteenth century; it was to 
change rapidly and dramatically by 
the events of the first four decades of 
the twentieth century. 

These events embraced two world 
wars, eventually involving the Ameri- 
can people and their economy in a 
major and vital international struggle; 
a great and humiliating depression; 
the decline of Western Europe as the 
leader of the Western economy; the 
inevitable assumption of leadership by 
the United States; the challenging 
growth of a new and vastly different 
economy in the rise and spread of 
communism; the break-up of colonial 
empires and the rise of resurgent na- 
tionalism in what has come to be 
called the underdeveloped economy; 
and the emergence of the “welfare 
state” in the so-called free economies 
of the Western world. This was 
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change on the grand scale both in 
magnitude and in the shortening of 
the time-span, probably the most 
striking and breath-taking in the his- 
tory of mankind. It is in this atmos- 
phere that the foreigner must now 
consider the working of the American 
economy and its response to a new 
and strange situation. 

The foreigner may, and often does, 
have a reprehensible time-lag of his 
own in responding to change, and he 
may indulge himself in the common 
human frailty of living in the past. 
This does not preclude him from 
being critical of the time-lag in others, 
especially of those on whom the 
mantle of leadership has fallen. It is 
well to remember this in considering 
the attitude of the foreigner to the 
working of the American economy, 
even the friendly foreigner in the free 
world. Criticism is often in part the 
product of his own bewilderment in a 
world that has perhaps passed him by. 
In what follows every effort will be 
made to avoid this error, and to con- 
sider the American economy in its 
new situation and its vastly greater 
world responsibilities as objectively as 
possible. 


The response of foreign aid 


Perhaps the most striking response 
of the American economy to the post- 
war world was the support and lead- 
ership it gave in the tasks of relief 
and rehabilitation and economic re- 
construction in a war-torn world. This 
was expressed in the United Nations 
Relief and Rehabilitation Administra- 
tion, the healing ministration of 
UNRRA to the communist and non- 
communist world alike. This was not 
a peculiarly United States effort; it 
was the effort of a number of coun- 
tries in a position to contribute one 
per cent of national income, including 
Australia and New Zealand. 

The death of UNRRA at the first 
meeting of the United Nations Assem- 
bly in New York in the Fall of 1946 
was a mistake. I was a witness to its 
demise as a delegate to “Committee 
Two” from Australia, and only Can- 
ada of all the contributors stated a 
strong case for its continuation. 
UNRRA was sstrictly non-political 
and its abandonment was an indica- 


tion of the shape of things to come. 
It is true that after the enunciation of 
the Truman Doctrine, itself in part— 
and necessarily so—a product of the 
emergence of the cold war, there was 
the highly imaginative and generous 
Marshall Plan. This was rejected by 
the Russians and their satellites, but 
it brought economic aid to Western 
Europe on an exclusively American 
basis on a scale never before at- 
tempted by any nation. 


Aid in different forms 


Aid in different forms, economic 
and military, has been continued to 
many countries, and the total Con- 
gressional appropriation for this pur- 
pose, mostly gifts, now amounts to 
about $60 billion. Though it is in- 
creasingly associated with defense 
against communistic aggression, it re- 
mains the most striking response of 
the American economy to the new 
world situation, and by far the most 
generous and widespread aid that any 
single country has given to others. On 
this count, the record has much to 
commend itself to the foreign ob- 
server of the present-day working of 
the American economy. In actively 
participating in the World Bank for 
Reconstruction and Development, in 
the International Monetary Fund, in 
the Colombo Plan and in the Ex- 
panded Technical Aid Program of the 
United Nations, there is also striking 
evidence that the leaders of the Amer- 
ican economy are aware of the con- 
tribution they can and should make 
to a world that is seeking to develop 
new and fruitful international eco- 
nomic relations. 

Some Americans think it is not 
enough, and certainly that is the mes- 
sage of Adlai Stevenson in his Call 
to Greatness (The Godkin Lectures 
at Harvard University, 1954). Many 
foreigners think it is not enough, espe- 
cially those in Latin America who, 
despite their long period of inde- 
pendence under the shelter of the 
United States and the richness and 
size of their estate, still live in the be- 
lief that they should be on the receiv- 
ing end in any international plans for 
economic or technical aid. If this were 
not so, perhaps the United States 
might have been able and willing to 
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do more, especially through proposals 
that have been made for a Special 
United Nations Fund for Economic 
Development (SUNFED), but which 
still remain a mere aspiration. Such a 
Fund would have been of great help 
to the underdeveloped world in the 
Middle East and in Asia in their pres- 
ent attempts to adapt their ancient 
economies to modern techniques, and 
to promote social progress among 
their vast and growing numbers. 

It is perhaps not unnatural that 
Congress, and many people in the 
United States, should entertain doubts 
about the existing foreign aid program 
and be opposed to its extension; but 
it would be unwise on the part of the 
foreigner to ignore the record or the 
circumstances in which extension has 
been advocated, and to assume that 
the existing mood of doubt on the 
part of some sections of American 
leaders will prevail. 


Growing emphasis 
on public investment 


The most interesting fact about this 
generous program of foreign aid, for 
the purposes of this discussion, is that 
it would have been regarded as an 
anomaly in the pre-war economy, as 
something foreign to the structure of 
American capitalism in its halcyon 
days, when it was absorbed in the ex- 
citing task of developing the resources 
of the country. The question to con- 
sider is-how far an economy geared 
to this task is capable of dealing with 
the wider responsibilities of world 
economic leadership in a world that 
has itself changed in such a dramatic 
fashion in a few decades. 

I have been interested in this prob- 
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lem ever since the days of the New 
Deal, when a fundamental contro- 
versy arose over the respective parts 
that public and private enterprise 
should play in the development of 
national resources, and a new social 
philosophy was emerging, involving 
some greater degree of control over 
the operations of private enterprise. 
Some of the issues were discussed in 
a paper I read at the Harvard Ter- 
centenz: Conference in 1936 (The 
State ai ‘he Entrepreneur, published 
in Authority and the Individual, Har- 
vard University Press), The central 
theme of this paper was that even in 
the conditions at that time there was 
a much greater proportion of develop- 
ment undertaken in the Western econ- 
omy by public enterprise than was 
commonly realized, and that the 
Statutory Authority as developed in 
Australia, and epitomised in the Ten- 
nessee Valley Authority in the United 
States, had much greater resemblance 
to the joint stock company than was 
commonly accepted. 


More relevant now 


Nothing has happened in the inter- 
vening years to challenge these con- 
tentions; on the contrary, they are 
rather more relevant to the post-war 
world than they were in 1936. There 
are several reasons for this. In the 
first place, the economy of the West- 
ern world has on the whole greatly 
expanded the sphere of public enter- 
prise, and in a young and developing 
economy like Australia the propor- 
tion of public investment to total in- 
vestment at the relatively high rate of 
35 per cent is probably too low. 
Secondly, in the underdeveloped 
world that has become so much more 
important in both political and eco- 
nomic affairs at the international 
level, the proportion of public invest- 
ment will be much higher in all de- 
velopment plans, and this again 
raises a new problem concerning the 
supply of capital. Thirdly, both the 
Western economy and the underde- 
veloped economy are giving much 
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more attention to the promotion of 
social welfare in health and education 
and cultural development. This again 
emphasizes community effort on a 
scale not hitherto attempted. 


Devotion to technique 
and heavy industries 


Finally, the communist economy, 
with its devotion to technique and 
heavy industry and its pursuit of poli- 
cies inducing forced savings, is a new 
force in the world economy involving 
a challenge to the free economy of 
the Western world and competing 
with it in the underdeveloped econ- 
omy. 

The fundamental question arises 
whether the American economy with 
its new international responsibilities 
is capable of meeting this new situa- 
tion. Recent experience in Australia 
is not without relevance to the 
answer. It is axiomatic that the Aus- 
tralian economy, in its present mood 
of expansion and high immigration 
intake, needs a large volume of pub- 
lic investment. Apart from loans 
from the International Bank on a 
much more modest scale than in the 
decade of the twenties that witnessed 
the last important peace-time expan- 
sion, the import of capital on public 
account has been trivial. To sustain 
public enterprise on the scale re- 
quired, it has been necessary to pur- 
sue a fiscal policy that provided for 
public works from taxation; in a 
word, from forced savings. No less 
than 70 per cent of total public in- 
vestment in Australia has been fi- 
nanced in this way in recent years. 

The same is probably true of other 
countries in the Western world, and 
of the countries of the underdeveloped 
world that have been attempting de- 
velopment in the grand manner. It is 
well to remember in this connection 
that the world is experiencing, thanks 
to the conquest of disease, to “death 
control,” the most rapid increase in 
population in history. This empha- 
sizes the magnitude of the problem, 
and no one would suggest that the 
main responsibility does not lie with 
the countries themselves to find some 
way of financing the major part of 
their development, in so far as it de- 
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pends upon public enterprise. But, on 
the other hand, it is true that the 
American economy and_ financial 
structure are not equipped to grapple 
with this problem on the scale re- 
quired. This is why it has been neces- 
sary to resort to Congressional appro- 
priations for foreign aid, which also 
is a form of forced savings. 

So, it would appear that what was 
improvised after the war to meet 
what was regarded as a special and 
perhaps temporary situation may well 
become a permanent feature of the 
American economy in its adjustment 
to the new world situation, and to its 
widening responsibilities. 

I discussed this problem in a paper 
read to the American Philisophical 
Society at Philadelphia in April, 1956 
(Proceedings of the American Philo- 
sophical Society, Vol. 100, No. 5), 
but it requires much more exhaustive 
treatment. Moreover, the situation de- 
mands the development of a new 
philosophy of the relations between 
public and private enterprise in the 
United States, and particularly on the 
part that organized aid in the form of 
capital and technical assistance must 
play in the development of an ex- 
panding world economy. 

It is clear that this cannot be done 
on the basis on which American 
capitalism thrived in developing its 
own estate. Fundamental modifica- 
tions of the respective parts of public 
and private enterprise will be re- 
quired. Fortunately, these are on their 
way 
thought and action, though present 
controversies may seem to have cast 
doubts on the imaginative attack that 
was made on the problem immedi- 
ately after the war in UNRRA and in 
the Marshall Plan. This is the funda- 
mental problem, and we must not for- 
get that the physical challenge of the 
communist world, with its new and 
repulsive form of colonialism in its 
satellite empires, has compelled the 
United States for the first time in its 
history in peace-time to spend a high 
proportion of its current resources, in- 
cluding its technical resources, in de- 
fense. About 10 per cent of national 
income and 50 per cent of the national 
budget is so expended. This is in part 
a contribution to the free world, and 


in the United States in both’ 


a modification of the historic pattern 
of American capitalism. 


Surpluses in an expanding world 


But there is another problem of 
considerable importance in its ex- 
ternal economic relations in which it 
may be held that the American econ- 
omy has not yet adjusted itself to the 
new world situation. It is the prob- 
lem of surpluses of foodstuffs and raw 
materials produced in great abun- 
dance in the United States, thanks in 
part to technological advances and in 
part to extensive support programs 
to the farm bloc. This latter develop- 
ment is in itself a departure from the 
original shape of the American 
economy, a product of political pres- 
sures of quite recent years, and an ex- 
ercise of the public purse that would 
not have been countenanced by the 
founding fathers of American capital- 
ism. 

The sale of surplus wheat, cotton 
and other commodities as part of a 
scheme of generous assistance to 
countries suffering from drought and 
famine, or other temporary shortages, 
may cause grave embarrassment to 
other producers of the same goods 
not able to support such forms of 
international aid, or to indulge their 
own farm blocs on the scale that has 
been found possible in the United 
States. Similarly, a somewhat vicari- 
ous policy of stock-piling of raw ma- 
terials has its disturbing influence in 
the markets of those less capable of 
financing such expedients, however 
necessary they may appear to be at 
any given time. 


New techniques 


Here again, new techniques of han- 
dling such problems at the interna- 
tional level may be necessary, and 


they will not conform to the original, 


or even the present, shape of the 
American economy. For instance, in 
the case of surpluses, some interna- 
tional agreement to store them on a 
well-considered plan might well prove 
more economical in the long run, less 
disturbing to the world markets, and 
capable of providing a permanent 
stock against recurring shortages and 
great disasters in different parts the 
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world. This would enhance the repu- 
tation of the Western economy and 
probably involve far less risks than a 
policy that threatens severe competi- 
tion in markets to dispose of sur- 
pluses, as though they were an em- 
barrassment to a world growing in 
riches and administrative capacity. 
Perhaps someone might make a study 
of the policies of the Incas of Peru 
in handling such problems in their 
economy, devoted as it was to the 
well-stocked granary. It is of little 
use for the foreigner to blame the 
American for such a situation; in this, 
as in so many other matters, we are 
all to blame, and we need to recon- 
sider our position in the light of the 
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new world economic pattern ot our 
own individual and collective respon- 
sibilities. It may, however, be fair to 
contend that we expect leadership in 
the matter from our American friends. 


Trade policy 


Finally, there is the question of 
tariff policy, and of the survival of 
the American practice of safeguard- 
ing local enterprise from cheaper im- 
ports. It is true that strong efforts 
have been made, by both Democratic 
and Republican governments, to 
break down the policy as developed 
in successive administrations over the 
years of internal expansion of Ameri- 
can private enterprise, and some 
progress has been made. But the bar- 
riers to a developing import trade are 
still too great in a country that has 
the international responsibilties of the 
United States. 

Australia had had long experience 
of this in her chief export, wool, 
though it may be contended that the 
development of synthetic fibres and 
their widespread use in the United 
States has made the problem less 
pressing to us than it was in the past. 
But the fact remains that in competing 
with synthetic fibres, imported wool 
starts with a serious handicap, and 
this is particularly the case with the 
fine wools in which Australia excels. 
But this is not a product of the post- 
war world; it was part of the economy 
of private enterprise in the United 
States long before the production of 
synthetics, and probably a necessary 
political concession to the powerful 
wool lobby. Nevertheless, with wool 
and other raw materials and metals 
the American demand is likely to ex- 
pand rapidly, and in this respect it 


‘may be contended that the preserva- 


tion of tariff practices developed un- 
der different conditions is another 
case in which policy has not caught 
up with the facts of a new situation, 
and of new responsibilities in the 
world economy. 


The problem of adjustment 


It would be strange indeed if an 
economy that had developed a pat- 
tern of its own for internal develop- 
ment should be ideally suited to cope 
with an entirely new situation, and 


one that has come with startling 
speed. The three problems I have 
mentioned are of major importance in 
the adjustment of the American 
economy to the changing conditions 
of the post-war world. The first is by 
far the most important because it af- 
fects the rate of expansion of the 
Western economy and the underde- 
veloped economy, and the degree to 
which an integrated structure in the 
main divisions of the free world can 
be evolved. 

An agreed solution of the problem 
of the flow of capital for public in- 
vestment will shape the pattern of the 
future international economy and 
meet the challenge of the communist 
economy. The flow of capital for pri- 
vate investment is important, but in 
all modern communities private en- 
terprise works within a social and 
economic framework in which govern- 
ment necessarily plays an increasing 
part. The responsibility for develop- 
ing this framework must always rest 
with the country concerned, but it can 
be nurtured and assisted by a partner- 
ship between the more favored and 
the less favored. 

It is in this respect that the Ameri- 
can economy has to make its biggest 
adjustment, because as the clearly 
established leader of the free world, 
it is in the strongest position to in- 
fluence the shape of things to come. If 
my diagnosis is correct, this will be 
done by appropriate modifications in 
the original structure of American 
capitalism to meet new conditions. 
The onus is on the foreigner to under- 
stand this, to realize the problem it 
presents to our American friends and 
to satisfy himself that progress is not 
being made in the basic adjustment 
America must make before he in- 
dulges in somewhat irresponsible 
criticism. 

Considering the magnitude of the 
problem, it may reasonably be con- 
cluded that great progress has been 
made, and that the United States has 
not lagged behind others in meeting 
new responsibilities that have been 
thrust upon it. 

“Felix od potuit rerum cognoscere 

causas”’ 
(Happy is he who understands the 
causes of things) @ 
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THE CORPORATION 
PERSPECTIVE 


By Raymond C. Miller 


@ The historical process is a decep- 
tive one, and the closer we get to the 
present, the more distorted becomes 
our perspective. The process of 
change, which is so clearly an ele- 
ment of the historic past, is not so 
obviously an element of the historic 
present. We all fall victim to the error 
which assumes that there has been no 
change in our own institutions be- 
cause we still use familiar words to 
describe them. When this happens, 
such words do not convey meaning, 
but obscure it. 


Capitalism no longer 
has precise meaning 


Men in position of power in con- 
temporary America are to a large de- 
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gree the product of the farm and the 
village, or were taught by men whose 
ideas were formed in that social 
matrix. It was a simple society, and 
the descriptive economic literature 
tended even to over-simplify it, but 
at least the society was understand- 
able because the words and phrases 
used expressed a known reality. Pri- 
vate enterprise, capitalism, ownership, 
labor and capital, property, socialism, 
competition, supply and demand — 
these are perfectly good words, which 
in their own time and context had a 
precise meaning. 

The words remain in current usage, 
though the institutions and practices 
they described began to break down 
a half a century ago. In the first dec- 
ade of this century, men talked ex- 
citedly about trusts and combinations, 
and what to do about them. The 
trustbuster and the muckraker viewed 
with alarm the creation of the North- 
ern Securities Company in the rail- 
road world, and United States Steel 
in the industrial world, and shrilly 
expressed their alarm for the future 
of the Republic in the face of this 
trend toward Bigness in Business. 


Since that date, the great corporation 


has won undisputed pre-eminence. 

The time has come to recognize 
that we have constructed something 
new. The time has come to stop talk- 
ing as if each great corporation is an 
exception to the rule which is no 
longer the rule, and to stop apologiz- 
ing for that which we as a nation 
have no intention of fundamentally 
altering or abolishing. 

The “great corporations” are hard 
to define, but easy to recognize. They 


number two hundred, more or less, 
but in the economic sense they are 
half of industrial America; half its 
labor force, half its invested capital, 
half its production and half its return. 
That which remains to the hundreds 
of thousands of other individuals or 
corporations is the minor share, and 
that fact should be accepted in our 
modern world. Laments over the 
plight of “little business” are as point- 
lessly nostalgic as songs about “Old 
Black Joe” and the beauties of the in- 
stitution of slavery. Little business 
will, of course, survive, but in a form 
compatible with the new economic 
totality. 


Hard to define 


The great corporation is not the 
little one grown large, for in the mere 
process of growth is involved a vital 
change in character or quality. We 
have created in the Twentieth Century 
a magnificently productive economic 
machine, from which all the world 
benefits, and which has made the 
American the most fortunate of all 
men. We have adopted and inspired a 
productive technology, implemented 
it with almost unlimited financial 
resources, applied with consummate 
skill the arts of management to the 
tasks of integrating and rationalizing 
the elements of an economic empire, 
completed the whole with an incred- 
ibly extensive distribution system, and 
then have made ourselves absurd by 
calling it private enterprise, and trying 
to use the language of Adam Smith 
to describe it. 
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Great corporation 
not private property 


The great corporation is not private 
property, and the dist’ -tion between 
the two shows in tt havior. In 
the operation of the traditional, sim- 
ple, capitalistic business, the rules in 
force assumed private venture and 
private profit. The motivation was 
simple self interest, which was the 
driving power of the whole system of 
privaie enterprise. It was the function 
of management to gather together the 
essentials of production, including 
labor and capital, and to direct them 
to its own ends. Incorporation had 
advantages, and it proved to be a 
convenient way in which to spread 
the risks, and by which to raise the 
essential capital, but it did not change 
the private character of the venture. 
The corporate form merely substi- 
tuted plural for single ownership, 
granted immortality to the business, 
and placed a legal limitation on each 
individual’s business risk. 

The use of the analogy of private 
capitalism to describe the great corpo- 
ration and the economic society it 
dominates is deceptive abroad, and 
is dangerously erroneous even here 
at home. Abroad it has led to a fail- 
ure to comprehend the real America, 
and to mischievous misinterpretation 
when we use it to describe the econ- 
omy which serves us so well. There 
are parts of the world in which the 
word capitalism means only sharp 
practice and a chicanery just within 
the law. The word has been used to 
cover black merket operations and 
international currency manipulations, 
unethical and unpatriotic behavior so 
odious that the word itself in such 
places has become a liability. Fortu- 
nately America has had few such ex- 
periences and no such association of 
meanings, but even here the word car- 
ries the implication of total pursuit 
of private interest, and an absence of 
any responsibility for public interest 
beyond that defined by law itself. For 
that vast part of our economy which 
is still private and capitalistic, that is 
an adequate definition. 


Corporation analagous to state 


The great corporation differs so 
sharply from a simple form of capi- 
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talism that by contrast it seems to 
approach the form of the state. Its 
leadership is chosen at an election in 
which the votes cast are as many as 
choose a governor. The Board of Di- 
rectors, like a legislature, holds for 
the term of office the delegated and 
limited authority. Usually corporate 
elections are uncontested, but occa- 
sionally a struggle for control will 
produce rival slates contesting for the 
vote, and a flood of campaign litera- 
ture which in tone sometimes sounds 
like the beginning of partisan politics 
in the corporation’s election. 


Seek security 


The employees, tens of thousands 
in number, can never hope to become 
independent proprietors. They will 
seek security within the company, and 
will find their advancement inside the 
business bureaucracy. This is a civil 
service operation and its opportunities 
are very real. Top management in 
most of the great corporations is the 
product of internal promotion from 
the ranks. 

Even in the matter of property 
ownership, the analogy to the state is 
striking. The officers are normally 
hardly more owners of the company 
than the governor and his colleagues 


are owners of the state. Indeed, the 
relationship which exists between ex- 
ecutive and voter is in both cases a 
fiduciary one, in which abuse of trust 
is hard to prove and hard to punish. 


Only an analogy 


Despite the striking exactness of the 
parallel as it has often been detailed, 
the analogy of the corporation with 
the state remains only an analogy. 
The great corporation is not a half 
way house to public ownership. It 
may even prove, as it has on occasion 
been argued, that the corporation will 
provide an escape from some degree 
of public ownership, by providing an 
alternative to it. There was a time 
when public taxation and public credit 
were the only means by which a huge 
capital accumulation could be made 
available for public purpose, and thus 
public ownership was essential. This 
is no longer true. The invention of 
the great corporation may make un- 
necessary the intervention of govern- 
ment except where it is the avowed 
intention to provide a subsidized serv- 
ice at tax cost for policy sake. In any 
case, the analogy of the corporation 
to the state does not forecast our in- 
evitable socialization. 
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Corporation neither 
public nor private 


The great corporation is a species 
of property which is neither public 
nor private, in the strict sense of those 
words. America has created a third 
type of property and has done itself 
injury by trying to force it into a 
conceptual category in which it is 
warped and handicapped. 

The great corporation is a different 
kind of creature. The logic choppers, 
and this includes the lawyers and the 
courts, have tangled themselves with 
the either-or choice, to insist that if 
it is not public it is private, or that if 
it is not capitalism it is socialism, but 
facts have a way of betraying that 
type of superficial logic. The fact is 
that the assumption underlying the 
either-or dilemma is itself antiquated 
and invalid. The same generation in 
England which saw the classical 
economists define capitalism, saw 
Karl Marx define socialism. The two 
doctrines were reactions io the same 
system of organization. assumed the 
same restricted technology and re- 
flected a view of the same society. 
Both were 19th Cerfury conceptions, 
and in the ar meaning of the 
words, the great corporation has made 
antiquated both socialism and capi- 
talism. 


Words may deceive 


The membership of this Associa- 
tion, skilled at play with words, will 
be familiar with the fact that fre- 
quently words have emotive content 
and implicit overtones quite external 
to dictionary meaning. A shrewd or 
even a modestly competent word- 
smith knows how to evoke approval 
or its opposite by the correct selection 
of descriptive phrase, with both within 
the bounds of truth. This is a legiti- 
mate skill, known and practiced by 
poets, orators and lovers since time 
began. 

It is not legitimate to use words to 
deceive, however, even when the user 
is himself among the victims of the 
deception, for he ought not to be in- 
nocent or deceived. When, with obvi- 
ous self interest, a writer attempts to 
apply the emotive phrases of private 
rights and individual privilege to a 
vast corporate and industrial empire 


in a manner not so much wrong as 
irrelevant, the informed reader will 
be alienated by the falsehood and 
even the thoughtless will laugh. Busi- 
ness, of course, has a right to be wor- 
ried when its message is thus sum- 
marily rejected. 

If this were a problem for adver- 
tising men and public relations spe- 
cialists, the rest of us could utter our 
customary jeer at the professions, and 
be superior in the face of their con- 
fusion. The difficulty is that we are 
all caught in this same confusion. The 
pattern of economic institutions has 
changed, and the words with which 
we attempt to grapple with the new 
realities somehow prove inadequate 
to the task. 


A typical corporation 


There is, of course, no such thing 
as the single archetype of the great 
corporation, but it will be interesting 
to sketch a “typical” great corpora- 
tion, understanding always that each 
one will depart in some degrees from 
this construct. 

The great corporation is substan- 
tially autonomous. In spite of law 
and voluminous regulation, its deci- 
sions on policy are its own. It de- 
velops its own bureaucracy and its 
own leadership. Its shareholders are 
not owners, for they cannot act as 
owners to control their property. 
Their sole effective gesture of protest 
is to sell the shares they hold, and in 
the meantime the shareholder is in 
fact only a possessor of a paper which 
makes him a kind of secondary 
creditor. Even the celebrated accounts 
of the power of Wall Street, though 
probably once only an exaggeration 
of the truth, seem now almost com- 
pletely fictional. The use of internally 


developed capital, and the ability of. 


the corporation to tap financial re- 
sources independently, have combined 
to reduce Wall Street to a convenient 
instrument only. 


Corporation a third form 
of property 


Because the great corporation is 
autonomous, the public may in time 
come to see that it is therefore respon- 
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sive to a set of assumptions different 
from those of either the state or 

i Di private enterprise. When a business 

R) ro essiona ir ectory firm is viewed as private property, 
people expect and assume a petty 

pursuit of self interest and a social 
irresponsibility, because that is the 
theoretical basis of private enterprise. 
The great corporation would find it 
a marked advantage if the public 
" would come to expect from it, by con- 
ORLANDO LDRIDA trast, behavior harmonious with its 
sie established role in the new economy. 
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witness to a large public involvement. 
When eminent industrial leaders sense 
this reality, individually live up to it, 
accept a public and social responsi- 
bility which it implies, and direct 
policy in accordance with it, the be- 
havior is too often viewed as an in- 
dividual eccentricity not otherwise 
explainable. If the great corporations 
were a species of private property, 
the incredulous would be justified. 
Some time ago, C. E. Wilson said, 
or was quoted as saying that what was 
good for G.M. was good for the 
country, and a great ignorant jeering 
roar of laughter followed. But in the 
literal, factual sense, Wilson was 
right. General Motors can have no 


' prosperity independent from that of 


the nation, and it cannot fail to share 
from the national well being. Its in- 
terests are so extensive, its operation 
sO pervasive that its well being is 
compatible with the nation’s well 
being. 


Norms of private enterprise 
no longer valid 


And we will all be better off when 
the leaders of the great corporation 
and of the business community, too, 
consciously recognize what they do. 
They act often with full and careful 
public responsibility, but they talk a 
kind of antiquated economics to 
which their deeds give the lie. We 
exact from mayors and governors an 
oath before they may exercise the 
prerogatives of office. Perhaps we 
should demand from business leaders, 
before they may direct great corpo- 
rate enterprises freighted with such 
public responsibility, a similar oath of 
accountability. Even the most public 
spirited business leader needs to be 
reminded that every decision—to em- 
ploy, to invest, to expand, to abandon, 
to alter price relationships — is a 
policy decision in which the norms 
and values of private enterprise are 
no longer the only valid considera- 
tions. 

As a people, we are forever in 
danger of re-enacting the error of 
Wells in the conclusion of his Outline 
of History. With flags waving, he as- 
sumed the fixed validity for his day of 
the institutions which the past has 
created. That was an historical error 
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because institutions, like technics, will 
again evolve, be modified, die, and 
others will be invented by which man 
will meet his needs. This is a con- 


tinuing process which we will do well 
to accept, even those of us who dis- 
approve of change, since we have no 
alternative. @ 
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Government in our 


E n m Cc Sys te m —Continued from Page 10 


It should not be necessary—and 
yet it is—to emphasize that such wel- 
fare programs must be carried out 
with judicious care. A cool head. is 
needed in welfare as well as a warm 
heart. Public policy that encourages 
private laxity helps neither the indi- 
vidual nor society as a whole. What 
government does to help must remain 
consistent with our time-tested belief 
that the only real security is that 
which an individual wins for himself. 

Much more, of course, is involved 
in promoting the general welfare than 
dealing only with the casualties of life. 
Public and private action, for ex- 
ample, should seek to remove the ob- 
stacles to equal economic opportunity 
for all persons. A society which values 
each individual must take steps to 
bring the first rung of the ladder of 
opportunity within the reach of all. 
Universal education and various voca- 
tional programs are thus a social and 
moral necessity. So also, is the unre- 
mitting discouragement of discrimi- 
nation of all kinds. And the best cli- 
mate for its elimination is the expand- 
ing volume of opportunities that a 
growing economy affords. 


Proper place of government 
in our economy 


In these three areas—strengthening 
of competitive markets, moderating 
economic fluctuations, and providing 
certain necessary supplements to the 
market system—is to be found the 
proper place of government in our 
economy. A proper role for govern- 
ment must rest on a proper regard for 
freedom. Such a belief emerges from 
the intimate relationship of personal 
security, material well-being, and 
freedom. In approaching the difficult 
problems of our own economy, it 
cannot be emphasized too frequently 
that our material well-being is mainly 
a question of whether the economy 


remains dynamic and grows in a rea- 
sonably stable manner. Strengthened 
and supplemented in appropriate but 
clearly limited ways, the free economy 
best assures the rapid economic prog- 
ress which alone allows a widespread 
and increasing standard of living. It 
is thus that America’s plenty-in-free- 
dom has become a reality. @ 


On Government! 


‘... It is besides a very great mis- 
take to imagine that mankind follow 
up practically any speculative prin- 
ciple, either of government or of free- 
dom, as far as it will go in argument 
and logical illation. . . . All govern- 
ment, indeed every human benefit and 
enjoyment, and every 
prudent act, is founded on compro- 
mise and barter. We balance incon- 
veniences, we give and take, we remit 
some rights that we may enjoy others, 


every virtue, 


and we choose rather to be happy citi- 
zens than subtle disputants. . . . Man 
acts from adequate motives relative to 
his interest, and not on metaphysical 
speculations. ... 


Edmund Burke, BURKE'S SPEECHES & 
LETTERS ON AMERICAN AFFAIRS 
J. M. Dent & Co., London; E. P. 
Dutton & Co., N. Y.; pp. 130-131 
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to one week; 

“6 per cent require from one to two 
weeks; 

“14 per cent require from one 
month to one year; 

“one per cent require from one to 
six years. The last jobs require 
great skill—as in tool making 
and die sinking.” 

Today, the trend is back to skilled 
training and skilled trades. In a few 
short years, the worker without a 
long training or higher education may 
be as handicapped as a one-armed 
paperhanger is today. Certainly, there 
will be little relationship between the 
time a worker spends on his job and 
the vastly increased amount of pro- 
duction made possible by automation. 

Perhaps the method of paying most 
American workers—by the hour or 
by the piece—will be equally obso- 
lete. From 1947 to 1956 the percent- 
age of all workers in manufacturing 
paid on an hourly basis declined 
from 83.7 per cent to 78.1 per cent 
and the ratio of those paid on a sal- 
aried basis rose from 16.3 per cent to 
21.9 per cent—nearly all in white 
collar fields. 

So long as management continues 
double standards of this kind, no 
labor leader will be willing or able to 
say: this is our last demand. @ 


Society—Continued 

what of the defenses against a total- 
itarian economic system and espe- 
cially in the crucial areas of Asia and 
Africa? 

The Soviet Union is endeavoring 
to make converts to communism. Its 
spokesmen make no bones about it. 
It would seem to follow that if the 
Soviet Union is trying to win converts 
to communism, we should be trying 
to win converts to our economic sys- 
tem. But are we? And indeed if we 
are, are we getting our point across? 
And when I say we, I don’t mean 
just the United States Government. 
In my mind this problem must be 
faced not only by management. Just 
as important, it must be faced by 
labor. It must be faced by union lead- 
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= gages, or other securities are: (None). : 
4. Paragraphs 2 and 3 include, in cases where try as a whole. The corporate institu- | SEND FOR a copy of FEATURE — 
the stockholder or security holder appears ° 
upon the books of the company as trustee or | | tion indeed is becoming, as Mr. Berle | America's only publicity medium. 
in any other fiduciary relation, the name of the “ 
person or corporation for whom such trustee is has phrased It, one of the master It reaches leading U.S. editors with 
acting; also the statements in the two para- tools of society.” and conseguentl it Cae 
graphs show the affiant’s full knowledge and t th your publicity features. 
belief as to the circumstances and conditions iS a master tool in e struggle for CENTRAL FEATURE NEWS INC 
under which stockholders and security holders : - 
who do not appear upon the books of the com- freedom in the world. 1475 Broadway, New York 36, New York 
pany as trustees, hold stock and securities in a : LO. 4-3123 
capacity other than that of a bona fide owner. So then whether we consider heared 
5. The average number of copies of each own people or those overseas, it 1S 
issue of this publication sold or distributed 
through the mails or otherwise, to paid sub- , | essential that we ceaselessly examine What we have today is beyond social- 
scribers during the 12 months preceding the alit: 
date shown above was: (This information is and explain the realities of our sys- ism and capitalism. It is a new so- 
Semiweekly and tem, We have in the United States ciety. It is not perfect, nor is it ma- 
Mary E. McNeill workable society which is neither the _ terialistic and unjust. But it is a so- 
creature of government nor a jungle ciety where ordinary men and women 
cay of pag oy of laissez faire. We have a society are getting ever a larger chance to 
Notary Public, State of New York | | which with all its problems provides _ use their initiative and imagination in 
(My commission expires September 27, 1957) 
a great material and spiritual blessings. satisfying work. @ 
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PROGRAM 


10th National 


Public Relations Conference 


XN 


Public Relations Society of America, Inc. 


November 17, 18, 19 and 20, 1957 
Sheraton Hotel, Philadelphia 


Sunday, November 17 
8:00-9:00 P.M. PRSA MEMBERSHIP MEETING AND CHAPTER DEVELOPMENT SEMINAR 


(for Members and Associates only) 


Monday, November 18 


8:30 A.M. 
9:00 A. M. 


9:20 A. M. 


12:30: 


3:00 P.M. 


6:30 P.M. 


REGISTRATION 


WELCOME 

Welcome: John K. Murphy, General Conference Chairman; Manager of Community Rela- 
tions, The Pennsylvania Railroad Company, Piuladelphia; Walter G. Barlow, Conference 
Program Chairman; Executive Vice President, Opinion Research Corporation, Prince- 
ton, New Jersey. 


Presentation: “Benjamin Franklin,” by Wilbur Evans, noted Philadelphia actor and singer, 
interviewed by William W. Weston, Assistant Director of Public Relations, Sun Oil 
Company, Philadelphia 


FIRST GENERAL SESSION: Public Relations in the New Age of Mass Communication 
Chairman; Edward F. Baumer, Vice President, Communications Counselors, Inc., New 
York City 


ANNUAL LUNCHEON 


Presiding: Harold B. Miller, Chairman, PRSA Executive Committee; Director of Public 
Relations, Pan American World Airways, New York City 


Address; Kenneth W. Haagensen, Director of Public Relations, Allis-Chalmers Manufac- 
turing Company, Milwaukee 
Introduction of Past Presidents and New Officers 


SECOND GENERAL SESSION: How the Public Relations Profession is Benefiting from 
Educator-Practitioner Cooperation 
Chairman: Kalman B. Druck, Vice President, Carl Byoir & Associates, Inc., New York City. 


RECEPTION AT FRANKLIN INSTITUTE 
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Tuesday, November 19 


9:00 A.M. CONCURRENT SESSIONS (five to be held simultaneously) 

Corporate Public Relations 

Chairman: J. Raymond Bell, Director of Public Relations, Columbia Pictures Corporation, 
New York City 

Public Relations Counselors 

Chairman: Thomas D. Yutzy, Partner, Dudley-Anderson-Yutzy, New York City 

Trade Associations and Professional Groups 

Chairman: Walter W. Belson, Assistant to the President and Director of Public Relations, 
American Trucking Associations, Inc., Washington, D. C. 

University and College Public Relations 

Chairman: Bradford D. Ansley, Director of Development and Public Relations, Emory 
University, Atlanta, Georgia 

Health and Welfare Public Relations 

Chairman: Dorothy Ducas, Director of Public Relations, The National Foundation for 
Infantile Paralysis, Inc., New York City 


12:00 Noon LUNCHEON 
Presiding: Carrol R. West, Secretary, PRSA; Vice President and Manager of Public 
Relations Division, Title Insurance and Trust Company, Los Angeles 
Newsweek Periscope Panel 


Moderator: Kenneth Crawford, Washington Bureau Manager, NEWSWEEK, Washing- 
ton, D. C. 


3:00 P.M. PRSA INFORMATION EXCHANGE 

Presiding: E. Leo Koester, Manager of Community Relations, Crosley Division, Avco 
Manufacturing Corporation, Cincinnati 

Information “traders” will be on hand to exchange information and points of view on the 
following subjects: 

Community Relations 

Mass Media and News Handling 

Product and Service Publicity 

Public Relations Organization and Planning 

Stockholder and Financial Relations 

Employee and Management Communications 

Government Relations 

The Social Sciences 

Evaluation 

Special Problems and Techniques 


7:45 P.M. ANNUAL DINNER ,; 
Presiding: Dan J. Forrestal, President, PRSA 
Address; Philip D. Reed, Chairman of the Board, General Electric Company, New York 

City 
Special Entertainment 
Wednesday, November 20 
7:30-8:45 INTERNATIONAL BREAKFAST 
A. M. Chairman; Richard B. Hall, President, Richard B. Hall and Associates, Washington, D. C. 


9:30 A.M. FOURTH GENERAL SESSION: The Public Relations Man’s Fundamental Role 


Chairman: Thomas W. Phelps, Assistant to Chairman of the Board, Socony Mobil Oil 
Company, Inc., New York City 


12:30 P.M. CLOSING LUNCHEON 


Presiding: Walter G. Barlow, Conference Program Chairman 
Speaker; To Be Announced 


2:30 P.M. CONFERENCE ADJOURNMENT 


Additional Information May Be Obtained From: Public Relations Society of America, 
Inc., 2 West 46th Street, New York 36, N. Y. 
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For reservations at 
call the Sheraton 
nearest you. 
EASTERN DIV. 


the name in NEW YORK 


Park Sheraton 
Sheraton-Astor 
Sheraton-McAlpin 
Sheraton-Russell 
BOSTON 
Sheraton Plaza 
WASHINGTON 
Sheraton-Carlton 
Sheraton-Park 
PITTSBURGH 
Penn-Sheraton 
(formerly Wm. Penn) 
BALTIMORE 
Sheraton-Belvedere 
PHILADELPHIA 
Sheraton Hotel 
Opens March 6 
PROVIDENCE 
Sheraton-Biltmore 
SPRINGFIELD, Mass. 
Sheraton-Kimball 
ALBANY 
Sheraton-Ten Eyck 
ROCHESTER 
Sheraton Hotel 
BUFFALO 
Sheraton Hotel 
SYRACUSE 
Sheraton- 
Syracuse Inn 


Sheraton- 
DeWitt Motel 


MIDWESTERN DIV. 
CHICAGO 
Sheraton-Blackstone 
Sheraton Hotel 
DETROIT 
Sheraton-Cadillac 
CINCINNATI 
Sheraton-Gibson 
ST. LOUIS 
Sheraton-Jefferson 
OMAHA 
Sheraton-Fontenelle 
LOUISVILLE 
Sheraton-Seelbach 
DALLAS 
Sheraton Hotel 
Opens 1958 
AKRON 
Sheraton Hotel 
INDIANAPOLIS 
Sheraton-Lincoin 


FRENCH LICK, Ind. 
French Lick-Sheraton 
and other 
Midwest cities 
PACIFIC DIV. 
SAN FRANCISCO 
Sheraton-Palace 
LOS ANGELES 
Sheraton-Town House 
PASADENA 
Huntington-Sheraton 


CANADIAN DIV. 
MONTREAL 


Sheraton-Mt. Royal 
The Laurentien 


TORONTO 


In PHILADELPHIA: The SHERATON HOTEL 


NIAGARA FALLS, Ont 
Sheraton-Brock 


Our greetings to the Public Relations Society of America  jamuovon 
Royal Connaught 
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King Edward-Sheraton 


Visit the room 


You stand in this room at Independence Hall and see it as 
it was on that hot July morning 180 years ago when the 
Declaration of Independence was adopted. In your mind’s 
eye you can see Ben Franklin... John Adams down from 
Massachusetts . .. and Tom Jefferson up from Virginia. This 
is where the States of America were born, and eleven years 
later became United. 

Here you can see the silver inkstand used in the Signing 
and the chair Washington sat in at the Constitutional Con- 
vention. In the nearby hallway you can put vour hand on 
the Liberty Bell, the cracked symbol of a nation that 
didn’t crack. 

At Independence Hall and in the immediate vicinity, the 
National Park Service is engaged in establishing Independ- 


SINCLAIR SALUTES THE GENERAL FEDERATION OF WOMEN’S 
CLUBS for its important role in the preservation of our historic 
heritage. The Federation has contributed over $210,000 to the 
National Park Service's restoration of the lower floor of Independ- 
ence Hall and through its more than 5 million members in 15,312 
clubs has been ever active in the field of conservation. 


Assembly Room, Independence Hall, Philadelphia, Pa. 


ence National Historical Park so that visitors of today and 
tomorrow may see the entire area as it was when the colo- 
nists pioneered a new form of government there in 1776. 

America has always been a land of pioneers—rough, fear- 
less men in buckskins who spanned rivers and topped moun- 
tains to open up this vast land. But the bewigged men in 
the satin breeches who gathered in Philadelphia were the 
most fearless pioneers of all, for they opened up the minds 
of men... and gave the world a new concept of freedom. 


FREE Tour Information —— 

If you would like to visit Independence Hall, or travel anywhere 
in the United States, let us help plan your motor trip. Write: 
Tour Bureau, Sinclair Oil Corporation, 600 Fifth Ave., New York 
20, N. Y.—also ask for our colorful National Parks Map. 


Great Name tn 
Another in Sinclair's American Conservation Series 


where our liberty was born... 
| 
| i | 


Variety 


We try in our advertising pages to give our readers 


a balanced selection* of quality goods, services, and 


ideas in many fields, and to keep the magazine 
from becoming top-heavy in any one classification. 


*A publishing principle which has guided The New Yorker for thirty-two years. 


NEW YORKER 


New York, Chicago, London, San Francisco, Los Angeles 
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